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INTRODUCTION 

The  Budget  Analysis  provides  extensive  analyses  of  expenditure  information 
and  a  comprehensive  write-up  on  revenue  estimates.  The  expenditure  information 
for  a  typical  agency  program  shows:  1)  the  base  year,  fiscal  1988;  2)  the 
adjustments  made  to  actual  fiscal  1988  expenditures  for  one-time  expenses  or  cost 
changes  which  do  not  involve  new  or  different  program  policies:  3)  the  issues 
which  change  program  policy  or  financing  sources  that  have  been  developed  or 
identified  in  the  analyst's  review  of  the  fiscal  1988  expenditure  or  funding 
changes  in  the  executive  1991  biennium  budget  which  vary  from  the  1989  biennium 
program  or  funding  policies. 

The  current  level  budget  base  is  shown  to  allow  legislators  the  opportunity 
to  ascertain  changes  proposed  in  the  executive  budget.  This  current  level  is  the 
fiscal  1988  costs  adjusted  for  one-time  expenses  or  cost  changes  which  do  not 
involve  new  or  different  program  policies.  These  changes  may  be  program 
increases  or  decreases,  or  edternate  funding  sources.  Because  these  changes  are 
identified  does  not  imply  they  are  good  or  bad,  only  that  there  are  changes. 
The  legislature,  after  ascertaining  the  facts,  will  make  the  decisions  on  what 
fiscal  policies  will  provide  desired  services  for  Montana  citizens. 

The  legislative  agency  budgets  are  as  approved  by  their  governing 
committees.  The  budget  explanations  are  done  primarily  by  each  legislative 
agency.  The  Office  of  the  Legislative  Fiscal  Analyst  did  offer  suggestions  and 
did  some  minor  editing  when  appropriate.  All  legislative  agency  directors  hope 
you  find  the  budget  explanations  useful  and  welcome  your  visit  to  clarify  any 
part  of  their  budgets. 
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LONG-RANGE  FISCAL  PERSPECTIVE 

The  executive  proposes  a  general  fund  budget  which  draws  down  the  general 
fund  balance  by  $13  million  to  a  $17  million  ending  fund  balance  for  the  1991 
biennium.  Leaving  a  $17  million  fund  balance  and  only  spending  $13  million  more 
than  revenue  received  appears  to  be  a  more  balanced  fiscal  policy  than  previous 
bienniums'  budgets.  However,  there  are  three  types  of  policy  changes  in  the 
executive  budget  which  have  the  potential  of  continuing  the  general  fund  fiscal 
imbalance  for  future  bienniums.  These  policies  are:  1)  reallocating  revenues;  2) 
using  accumulated  fund  balances;  and  3)  failing  to  recognize  full  costs. 

Revenue  ReaUocation 

Table  1  lists  $35  million  of  the  major  revenue  reallocations  proposed  by  the 
executive  budget.  The  executive  budget  does  not  specify  if  these  reallocations 
are  for  a  limited  period  of  time  or  permanent.  Coal  trust  interest  which  would 
otherwise  be  deposited  to  the  permanent  trust  fund  is  used  to  support  current 
general  fund  expenditures.  This  change  will  slow  the  growth  of  the  trust  fund 
and  future  interest  revenues  to  the  general  fund.  The  three  coal  tax 
reallocations  will  eliminate  the  growth  of  the  parks  acquisition  trust  and  the 
education  trust  (which  is  proposed  to  be  completely  disbursed)  and  eliminate  coal 
tax  support  for  the  Coal  Board.  The  use  of  RIT  interest  to  support  the  operating 
expenses  of  state  agencies  will  reduce  the  amount  available  for  reclamation  and 
development  grants  and  is  contrary  to  allocations  made  by  the  legislature. 
Alternative  energy  funds  used  to  replace  general  fund  in  state  agencies  are  in 
excess  of  the  currently  available  revenues  in  that  account.  The  use  of 
luiemployment  insurance  administrative  tax  funds  to  replace  general  fund  for 
agency  operations  wiU  reduce  the  amount  deposited  to  the  Unemployment 
Insurance  Trust  Fund. 


Table  1 

Revenue  Reallocation 

(Millions) 

1991  Biennium 
Revenue  Source  Impact  on  Gen  Fund 

Coal  Trust  Interest  $12 
Coal  Tax 

Local  Impact  7 

Education  Trust  Fund  7 

Parks  Acquisition  Trust  2 

RIT  Interest  5 

Alternative  Energy  1 

Unemployment  Insurance  Admin.   Tax  1 

Total  Reallocations  |3§ 


Use  of  Accumulated  Fund  Balances 

Table  2  lists  $35  million  of  accumulated  fund  balances  that  are  applied  in  the 
executive  budget  to  directly  or  indirectly  impact  the  general  fund.  The  use  of 
these  one  time  revenues  to  finance  ongoing  expenses  of  state  government 
establishes  a  spending  level  that  cannot  be  maintained.  In  the  1993  biennium 
when  these  one-time  funds  are  no  longer  available  revenues  must  be  increased  or 
expenditures  reduced.  The  executive  proposes  reducing  his  estimated  general 
fund  balance  at  the  beginning  of  the  1991  biennium  of  $30  million  to  $17  million  by 
the  end  of  the  biennium.  The  proposal  for  the  education  trust  fimd  is  to 
completely  disburse  the  fund.  Currently  interest  earnings  on  this  trust  fund  are 
used  to  finance  public  schools,  the  university  system,  and  the  vocational  technical 
centers. 


Table  2 

Use  of  Accumulated  Balances 

(Millions) 

Balance 

Fund  Used 

General  Fund  $13 

Education  Trust  Fund  21 

Other  Accounts  1 

Total  Use  of  Accumulated  Balances  $35 


Unrecognized  Costs 

Table  3  lists  two  primary  areas  where  the  executive  budget  does  not 
recognize  the  costs  of  maintaining  current  level  services.  Failure  to  provide 
funding  to  recognize  the  cost  of  inflation  or  the  proposed  pay  plan  will  result  in 
reductions  of  $26  million  in  the  service  levels  that  state  government  will  be  able 
to  provide.  Continuous  non- recognition  of  these  costs  will  result  in  a  gradual 
service  reduction  which  illustrates  itself  through  problems  such  as  providers 
dropping  out  of  the  medicaid  program  because  the  reimbursement  rates  are  too 
low. 


Table  3 

Unrecognized  Budget  Costs 

(Millions) 


Inflation 

Agency  Operations  $  7 

Benefits  6 

Pay  Plan  _13 

Total  Unrecognized  Costs                                       $26 


GENERAL  FUND  SUMMARY  AND  COMPARISON 

The  Office  of  the  Legislative  Fiscal  Analyst  forecasts  the  general  fund  will 
end  fiscal  1989  with  a  balance  of  $41.6  million,  up  $2.1  million  from  the  beginning 
fund  balance.  In  contrast,  the  executive  anticipates  a  fiscal  1989  ending  fund 
balance  of  $29.8  million,  which  is  $11.8  million  lower  than  the  LFA  forecast. 
Table  1  compares  the  two  forecasts. 


Table  1 

Fiscal  1989  General  Fund 

Balance 

(Millions) 

LFA 

Executive 

Difference 

Beginning  Fund  Balance 

$  39.47 

$  39.47 

$  -0- 

Fiscal  1989  Revenue 

389.45 

377.36 

12.09 

Residual  Equity  Transfers 

2.65 

1.36 

1.29 

Total  Funds  Available 

$431.57 

$418.19 

$13.38 

Expenditures : 

1987  Session  Feed  BiU 

$     4.40 

$     4.40 

$  -0- 

Continuing  Appropriations 

3.68 

3.66 

0.02 

Supplemental  Appropriations : 

Fire  Fighting  Costs 

12.90 

11.47 

1.43 

Other 

4.33 

4.33 

-0- 

Long-Term  Debt  Service 

13.02 

11.09 

1.93 

Other  Appropriations 

360.06 

360.06 

-0- 

Reversions: 

Debt  Service 

(1.93) 

-0- 

(1.93) 

Other 

(6.50) 

(6.62) 

0.12 

Total  Expenditures 

$389.96 

$388.39 

$  1.57 

Ending  Fund  Balance 

IJkiL 

l=2i=§9= 

iili§l= 

The  difference  in  the  fund  balances  is  largely  the  result  of  a  higher  LFA 
fiscal  1989  revenue  forecast.  As  discussed  more  fvilly  in  the  section  of  this 
analysis  comparing  revenue  forecasts,  the  LFA  anticipates  fiscal  1989  general  fvmd 
revenue  of  $389.4  million,  or  $12.1  million  more  than  the  executive  budget. 
Higher  forecasts  of  individual  income  taxes  and  interest  on  investments  are  the 
largest  components  of  the  total  difference.  In  addition,  the  LFA  anticipates  $1.3 
million  more  residual  equity  transfers  than  the  executive.  Included  in  the  LFA 
total  are  the  fiscal  1988  year- end  balance  of  $520,000  in  the  Montana  Growth 
Through  Agriculture  account  and  $998,000  in  the  electronic  poker  account  not 
included  in  the  executive.  Our  analysis  assumes  these  balances  are  available  for 
transfer  to  the  general  fund  consistent  with  Section  17-2-111,  MCA.  The 
forecasted  LFA  supplemental  appropriation  to  the  Department  of  State  Lands  for 
fire  fighting  costs  is  based  on  the  most  current  information  available  from  the 
department  and  totals  $1.4  million  more  than  the  amount  in  the  executive  budget. 
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For  the  end  of  the  1991  biennium,  the  LFA  expects  a  general  fund  balance  of 
$8.7  million,  $8.0  million  less  than  the  $16.7  million  anticipated  by  the  executive 
as  shown  in  Table  2.  While  LFA  revenues  are  $2.8  million  below  the  executive 
forecast  using  consistent  accounting  and  its  proposed  adjustments,  LFA  current 
level  expenditures  are  higher  by  $36.3  million  for  the  school  foundation  program 
and  $4.3  million  for  interest  costs  and  lower  by  $25.1  million  for  other  agency 
budgets  with  consistent  accounting.  Table  2  compares  the  two  forecasts  of  1991 
biennium  general  fund  revenue,   expenditures,   and  fund  balance. 


Table  2 

1991  Biennium  General  Fund  Balance 

(Millions) 


Beginning  Fund  Balance 
1991  Biennium  Revenue  w/  Acctg .  Chng. 
Adjust,  for  Acctg.  Used  in  Budget 
Total  Revenue 

Total  Funds  Available 

Expenditures! 

School  Foundation  Program 

1991  Session  Feed  Bill 

TRANS  Issue  and  Interest  Costs 

Long-Term  Debt  Service 

County  Payments  for  Oil  and  Nat.  Gas 

Other  Appropriations  w/  Acctg.  Change 

Adjust,  for  Acctg.  Used  in  Budget 

Total  other  Appropriations 

Reversions  1 
Debt  Service 
Other 

Total  Expenditures 

Ending  Fund  Balance 


LFA 

Executive 

Dif 
$ 

ference 

$  41.61 

$   29.80 

11.81 

$767.28 

$770. 

08 

(2.80) 

8.30 

775. E8 
$817.19 

-0- 

770.08 
$  799.88 

8.30 

$ 

17.31 

$  61.63 

$   25.31 

$ 

36.32 

4.40 

4.40 

-0- 

7.99 

3. 72 

4.27 

25.90 

22.04 

3.86 

1.54 

-0- 

1.54 

$715.63 

$740. 

,74 

(25.11) 

8.30 

$723.93 

-0- 

$  740.74 

8.30 

$  (3.85) 

$    -0- 

(3.85) 

(13.00) 
$808.54 

(13.00) 
$  783.21 

-0- 

$^ 

25.33 

$  _8^65_ 

$_16^67_ 

$ 

(8.02) 

Both  the  revenue  and  expenditures  in  Table  2  have  been  adjusted  to  reflect 
consistent  accounting  procedures  for  medicaid  reimbursement  to  the  state's 
institutions.  In  forecasting  public  institutions  reimbursement,  the  LFA  assumes 
that  current  accounting  procedures  will  continue  to  be  followed.  The  executive 
budget  is  premised  on  a  change  in  those  procedures  which  results  in  both  its 
general  fund  revenue  forecast  and  expenditures  being  $8  million  below  the  LFA. 
More  detail  on  the  current  accounting  procedures  and  those  used  by  the  executive 
in  its  budget  can  be  found  in  the  section  of  this  analysis  which  compares  revenue 
forecasts  and  in  the  Department  of  Social  and  Rehabilitation  Services  budget. 
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With  uniform  accounting  procedures,  the  LFA  general  fund  revenue  forecast 
of  $767.28  million  for  the  1991  biennium  is  $2.8  million  lower  than  the  executive 
forecast  of  $770.08  million.  The  primary  reasons  for  that  difference  are  detailed 
in  the  section  of  this  analysis  which  compares  revenue  forecasts.  The  largest 
differences  between  the  LFA  and  the  executive  forecasts  are  in  two  categories: 
interest  on  investments  and  coal  trust  interest.  Because  the  LFA  assumes  a 
larger  sale  of  tax  and  revenue  anticipation  notes  each  year  of  the  1991  biennium 
and  higher  interest  rates,  its  forecast  of  interest  on  investments  is  $3.1  million 
higher  than  the  executive. 

More  than  offsetting  the  higher  LFA  revenue  from  interest  on  investments  is 
lower  income  from  interest  on  the  permanent  coal  trust.  Under  current  law,  the 
LFA  anticipates  $3.5  million  more  revenue  from  the  coal  trust  than  the  executive 
does.  However,  the  executive  proposes  that  all  interest  earnings  on  the  coal 
trust  be  deposited  in  the  general  fund  during  the  1991  biennium.  Current  law 
calls  for  15  percent  of  earnings  to  be  deposited  in  the  trust.  Diverting  the 
interest  adds  $12.2  million  to  the  executive's  revenue  forecast  for  the  1991 
biennium . 

An  explanation  of  the  $36.3  million  difference  in  the  appropriation  for  the 
school  foundation  program  is  included  in  the  discussion  of  that  program  found 
later  in  the  budget  analysis. 

The  LFA  appropriation  for  TRANS  issue  and  interest  costs  is  higher  than 
the  executive  because  the  LFA  assumes  that  TRANS  sales  will  total  $51  miUion  in 
fiscal  1990  and  $62  million  in  fiscal  1991,  compared  with  an  executive  forecast  of 
$30  million  each  year.  Because  earnings  from  investing  the  TRANS  proceeds  are 
proportional  to  the  amount  sold,  the  differing  assumptions  about  the  amounts  sold 
have  little  effect  on  the  general  fund  balance  --  the  additional  revenue  in  the 
LFA  forecast  is  largely  offset  by  higher  expense. 

While  the  LFA  appropriation  for  long-term  debt  service  appears  to  be  $3.9 
million  higher  than  the  executive,  that  difference  is  offset  by  the  higher  debt 
service  reversion  for  the  LFA.  The  executive  debt  service  appropriation  is  the 
total  appropriation  net  of  the  reversion. 

The  executive  budget  included  payments  to  counties  with  increases  in  oil  and 
natural  gas  production  as  a  reduction  in  revenue,  while  the  LFA  shows  the 
payments  as  an  appropriation  which  corresponds  with  how  they  are  actually  paid. 

LFA  current  level  for  agency  expenditures  is  $25.1  million  lower  over  the 
1991  biennium  than  the  executive  budget.  The  major  factors  contributing  to  the 
higher  executive  budget  are:  1)  an  additional  $9.8  million  in  medicaid  due  to 
higher  estimates  of  primary  care  benefits  and  budget  modifications  to  fund  the 
state  share  of  federal  initiatives  for  nursing  home  care  improvements  and 
catastrophic  medical  care  coverage  for  a  larger  segment  of  low  income  individuals; 
2)  $2.4  million  in  SRS  for  budget  modifications  to  implement  changes  in  AFDC 
relating  to  federal  welfare  reform  and  implementation  of  the  department's  on-line 
eligibility  system;  3)  $2.7  million  in  SRS's  Developmental  Disabilities  and 
Vocational  Rehabilitation  programs  due  to  reductions  in  non- general  fund 
revenues;  4)  $4.0  million  in  the  Department  of  Family  Services  due  primarily  to 
upgrades  of  employees,  a  lower  vacancy  savings  level,  budget  modifications,  and 
reduced  levels  of  non -general  fund  support  for  foster  care  in  the  executive 
budget;  5)  $2.8  million  for  the  vocational- technical  centers  as  the  executive 
budget   includes   expenditures   previously   funded   by   the   optional   voted   local   mill 
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levy;  6)  $3.0  million  for  the  Department  of  Commerce  primarily  to  replace 
alternative  energy  and  coal  tax  funds  for  Science  and  Technology  Alliance  and  the 
Coal  Board,  respectively,  and  to  fund  a  higher  level  of  district  court 
reimbursements;  7)  $1.5  million  in  the  Board  of  Regents  to  make  principal  and 
interest  payments  on  vocational- technical  center  bonds;  and  8)  $5.4  million  as  a 
result  of  applying  a  vacancy  savings  rate  of  2  percent  versus  the  4  percent 
contained  in  the  LFA  current  level  analysis.  These  increases  are  partially  offset 
by  the  use  of  RIT  interest,  unemployment  insurance,  administrative  tax,  and 
alternative  energy  fluids  to  replace  general  fund  in  the  executive  budget. 

While  fiscal  1989  general  fund  revenue  closely  matches  expenditures  as  Table 
1  shows,  1991  biennium  LFA  current  level  expenditures  exceed  revenue  by  $33.0 
million  and  cause  the  fund  balance  to  decline  by  that  amount.  A  $33.0  million 
excess  of  on-going  expenditures  over  revenues  is  not  sustainable  in  the  1993 
biennium.  The  legislature  should  consider  policies  to  raise  on-going  revenue, 
reduce  the  expenditure  base,  or  a  combination  of  both. 
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General  fvmd  revenue  in  the  1991  biennium  is  forecast  to  total  $775.6  million, 
a  decrease  of  0.7  percent  from  the  $781.4  million  anticipated  for  the  1989 
biennium.  Table  1  compares  actual  fiscal  1988  revenue  with  forecasts  for  fiscal 
years  1989  through  1991. 


Table  1 

General  Fund  Revenue 

Fiscal  Years  1988  through  1991 

(Thousands) 


Actual 

_  _  _  _ 

-  Forecast  -  -  -  - 

-  -  -  Percent  Change  -  -  - 

Category 

FY88 

FY89 

FY90 

FY91 

88-89 

89-90 

90-91 

Individual  Income  Tax 

Sl'i?,?^? 

$1«,762 

$136,676 

$150,401 

0.7 

(4.9) 

10.0 

Corporation  License  Tax 

Z7,0Z7 

29,654 

29,660 

30,567 

9.7 

0.0 

3.1 

Coal  Severance  Tax 

12,962 

9,137 

7,318 

6,594 

(29.5) 

(19.9) 

(9.9) 

Oil  Severance  Tax 

16, ^S** 

12,9'»3 

12,680 

13,467 

(21.5) 

(2.0) 

6.2 

Interest  on  Investments 

15,783 

17,315 

19,423 

17,168 

9.7 

12.2 

(11.6) 

Bond  Transfer 

38,116 

39,636 

38,461 

41,010 

4.0 

(3.0) 

6.6 

Coal  Trust  Fund  Interest 

36,775 

39,574 

37,219 

39,700 

7.6 

(6.0) 

6.7 

Insurance  Tax 

32,171 

21,625 

21,120 

22,023 

(32.8) 

(2.3) 

4.3 

Public  Institutions  Reimb. 

15,395 

16,255 

16,702 

17,161 

5.6 

2.7 

2.7 

Liquor  Profits 

3,633 

3,52'* 

3,714 

3,942 

(3.0) 

5.4 

6.1 

Liquor  Excise  Tax 

5,323 

5,188 

5,252 

5,370 

(2.5) 

1.2 

2.2 

Inheritance  Tax 

8,7'»5 

10,514 

9,550 

9,980 

20.2 

(9.2) 

4.5 

Metal  Mines  Tax 

2,962 

4,242 

4,336 

3,703 

43.2 

2.2 

(14.6) 

Electrical  Energy  Tax 

3,311 

3,632 

3,221 

3,221 

9.7 

(11.3) 

0.0 

Driver's  License  Fees 

790 

790 

790 

790 

0.0 

0.0 

0.0 

Telephone  License  Tax 

3,'i50 

3,560 

3,720 

3,803 

3.2 

4.5 

2.2 

Beer  License  Tax 

1,255 

1,228 

1,228 

1,240 

(2.1) 

0.0 

1.0 

Natural  Gas  Severance  Tax 

l,'t92 

1,055 

1,036 

1,135 

129.3) 

(1.8) 

9.6 

Freight  Line  Tax 

1,230 

1,184 

1,288 

1,342 

(3.7) 

8.8 

4.2 

Wine  Tax 

930 

833 

794 

794 

(10.4) 

(4.7) 

0.0 

other  Revenue 

21,575 

23,797 

23,558 

24,418 

11.3 

(1.0) 

3.7 

TOTAL 

$391,956 

$389,448 

======== 

$377,746 

$397,829 

(0.6) 

====== 

(3.0) 

====== 

AlI. 

Between  the  1989  and  1991  bienniums,  general  fund  revenue  decreases  a  total 
of  $5.8  million.  Most  of  the  total  decline  occurs  in  the  insurance  tax  and 
severance  taxes.  Fiscal  1988  revenue  from  insurance  taxes  was  inflated  by  the 
one-time  gain  of  almost  $12  million  from  initiation  of  quarterly  collection  of 
insurance  premiums  taxes.  Revenues  fall  $10.7  million  in  the  1991  biennium  as 
collections  return  to  normal  levels.  Due  to  the  combined  effect  of  four  factors  -- 
lower  tax  rates  in  fiscal  1991,  a  reduction  in  the  general  fund's  share  of  total 
revenue,  production  declines  after  the  record  level  of  fiscal  1988,  and  lower 
contract  sales  prices  --  general  fund  revenue  from  the  coal  severance  tax  falls  by 
$8.2  million  in  the  1991  biennium.  Likewise,  lower  prices  and  production  levels 
cause  oil  severance  tax  revenue  to  fall  $3.3  million.  Between  fiscal  1988  and 
1991,    taxable   production    of   crude   oil   is   anticipated   to   decline   from   23.3   million 
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barrels   to  21.3  million  barrels,    while   the  average  price   decreases  from  $16.43   to 
$14.90  over  the  same  time  period. 

Partially  offsetting  these  decUnes  are  small  gains  in  a  number  of  categories. 
A  gradual  increase  in  the  profitability  of  corporations  is  accompanied  by  a  $3.5 
million  rise  in  corporation  tax  collections.  In  addition,  interest  on  investments 
rises  $3.5  million  with  increases  in  the  balances  available  for  investment.  The 
higher  balances  are  attributable  to  the  sale  of  tax  and  revenue  anticipation  notes 
in  both  years  of  the  1991  biennium,   compared  with  one  year  in  the  1989  biennium. 

General  fund  revenue  forecasts  for  the  1991  biennium  are  based  on 
continuation  of  current  law  and  assume  modest  economic  growth  in  the  future. 
Inflation -adjusted  income  growth  averages  less  than  1  percent  annually  during  the 
forecast  period.  If  current  law  is  changed  or  income  growth  does  not  occur  as 
now  anticipated,  actual  general  fund  revenue  can  be  expected  to  differ  from 
current  forecasts. 

The  following  sections  discuss  the  basis  of  the  forecasts  for  each  source  of 
general  fund  revenue. 

INDIVIDUAL  INCOME  TAX 

Individuals  earning  income  in  Montana  are  subject  to  a  tax  on  their  gross 
incomes  after  allowance  for  exemptions  and  deductions.  The  marginal  tax  rates 
range  from  2  percent  to  11  percent,  with  the  size  of  the  tax  brackets  and  the 
values  of  the  personal  exemption  and  the  standard  deduction  indexed  for 
inflation.  For  tax  years  1987  and  1988,  a  10  percent  surtax  is  applied  to 
liabilities.  Beginning  with  1987  liabilities,  58.2  percent  of  total  revenue  is 
deposited  in  the  general  fund,  compared  with  64  percent  under  prior  law.  The 
deposit  to  the  long-range  building  debt  service  account  also  fell,  from  11  percent 
to  10  percent,  while  the  school  equalization  account  now  receives  31.8  percent  of 
total  revenue,  compared  with  25.0  percent  previously.  Table  2  shows  actual  total 
and  general  fund  revenue  from  the  individual  income  tax  since  fiscal  1984  and 
forecasts  through  fiscal  1991. 


Table  2 
Individual  Income  Tax  Revenue 
Fiscal  Years  1984  through  1991 


Fiscal  Year 

1984 
1985 
1986 
1987 
1988 


1989 
1990 
1991 


Total 
Revenue 

$170,346,345 
181,057,157 
172,216,130 
194,676,947 
243,768,721 


247,013,000 
234,827,000 
258,421,000 


Percent 
Change 

12.2 
6.3 
(4.9) 
13.0 
25.2 

Forecasted 

1.3 
(4.9) 
10.0 


General 
Fund  Revenue 

$109,021,660 
115,876,580 
110,218,323 
121,479,446 
142,746,609 


143,762,000 
136,676,000 
150,401,000 


Percent 
Change 

12.2 
6.3 
(4.9) 
10.2 
17.5 


0.7 
(4.9) 
10.0 
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The  fiscal  1986  drop  in  revenue  was  apparently  the  result  of  the  1985 
drought  which  was  accompanied  by  a  decline  in  farm  income  reported  on  income 
tax  returns.  In  fiscal  years  1987  and  1988,  general  fund  revenue  grows  more 
slowly  than  total  revenue  because  the  general  fund's  share  of  the  total  was 
reduced  from  64  percent  to  58.2  percent.  The  lower  share  applied  to  a  portion  of 
fiscal  1987  revenue  and  almost  all  of  fiscal  1988  revenue.  Notice  the  large  fiscal 
1988  revenue  increase  which  was  caused  by  imposition  of  the  surtax  on  1987 
liabilities  and  by  federal  tax  reform. 

The  forecasts  of  individual  income  tax  revenue  are  based  on  the  assumption 
non-farm  labor  income  generally  keeps  pace  with  population  growth  and  inflation. 
While  it's  likely  that  both  employment  and  population  will  decline  in  Montana 
during  1988,  growth  averaging  just  below  1  percent  annually  is  expected  for  the 
remainder  of  the  forecast  period.  On  a  per  capita  basis,  income  growth  is 
assumed  to  match  the  anticipated  rate  of  inflation,  with  the  exception  of  1988 
when  income  growth  is  slowed  by  the  drought.  Total  non-farm  labor  income  is 
forecast  to  increase  2.5  percent  in  1988,  5.5  percent  in  1989,  5.7  percent  in 
1990,   and  6.1  percent  in  1991. 

Initially,  future  tax  liabilities  are  estimated  without  the  revenue  gain  from 
federal  tax  reform.  The  revenue  gains  are  assumed  to  equal  the  amoimts  forecast 
by  the  Department  of  Revenue  which  are  $39.2  million  for  1988,  $48.1  million  for 
1989,  $58.1  million  for  1990,  and  $69.4  million  for  1991.  Data  from  1987  income 
tax  returns  is  expected  to  be  available  in  January  1989.  This  information  may 
provide  additional  insight  into  taxpayers'  responses  to  the  federal  changes  which 
will  aid  in  refining  the  estimates  of  future  revenue  effects. 

CORPORATION  LICENSE  TAX 

Except  for  corporations  which  make  a  water's- edge  election,  each  corporation 
doing  business  in  Montana  is  assessed  a  corporation  license  tax  equal  to  6.75 
percent  of  its  net  income.  Unitary  corporations  are  those  in  which  business 
within  Montana  is  dependent  upon  and  contributory  to  business  outside  the  state. 
Such  corporations  may  elect  to  limit  the  application  of  the  Montana  tax  to  U.S. 
operations  (a  water's-edge  election),  as  opposed  to  worldwide  unitary,  in  return 
for  being  subject  to  a  7  percent  tax  rate  on  their  net  income.  Corporations  must 
pay  a  minimum  tax  of  $50.  When  a  company's  fiscal  year  corresponds  with  the 
calendar  year,  as  it  does  for  most  taxpayers,  the  tax  is  due  May  15  on  net 
income  earned  during  the  preceding  calendar  year.  A  4  percent  surtax  is 
imposed  on  tax  year  1988  liabilities. 

Distribution  of  corporation  license  tax  revenue  depends  on  the  source  of  the 
revenue.  Revenue  collected  from  banks  and  savings  and  loan  associations  is 
distributed  80  percent  to  the  taxing  jurisdiction  in  which  the  financial  institution 
is  located  and  20  percent  to  the  state.  Combining  this  20  percent  with  all 
revenue  from  corporations  other  than  financial  institutions,  64  percent  of  the  total 
is  deposited  in  the  general  fund,  25  percent  in  the  school  equalization  aid 
account,  and  11  percent  in  the  long-range  building  debt  service  account. 

Table  3  shows  actual  general  fund  revenue  from  the  corporation  license  tax 
for  fiscal  years  1984  through  1988  and  forecasted  revenue  for  fiscal  years  1989 
through  1991. 
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Table  3 

General  Fund  Revenue  from  the  Corporation  License  Tax 

Fiscal  Years  1984  through  1991 

Fiscal  Year                                              Revenue  Percent  Change 

1984  $20,547,177  (0.9) 

1985  36,657,611  78.4 

1986  33,884,815  (7.6) 

1987  19,682,607  (41.9) 

1988  27,027,277  37.3 


Forecasted 


1989  29,654,000  9.7 

1990  29,660,000  0.0 

1991  30,567,000  3.1 


Based  on  historic  experience,  collections  of  the  corporation  license  tax  vary 
with  U.S.  corporate  profits,  the  price  of  crude  oil,  and  interest  rates.  Profit 
growth  of  7.5  percent  in  1988  declines  to  3.8  percent  in  1989  and  4.9  percent  in 
1990  and  is  partially  offset  by  the  drop  in  oil  prices  which  occurred  in  1988  and 
the  gradual  recovery  expected  in  the  future.  Revenue  from  the  audit  program 
which  added  $9.2  million  to  collections  in  fiscal  1988  is  expected  to  total  $9  million 
each  year  of  the  forecast  period.  The  fiscal  1989  jump  in  revenue  followed  by 
stability  in  fiscal  1990  is  attributable  to  the  4  percent  surtax,  most  of  which  is 
collected  in  fiscal  1989  and  accounts  for  almost  one-half  of  that  year's  revenue 
increase. 


COAL  SEVERANCE  TAX 

Coal  companies  whose  annual  production  is  50,000  tons  or  greater  must  pay 
coal  severance  taxes  on  annual  production  in  excess  of  20,000  tons.  For  coal 
with  a  per  pound  heating  value  of  7,000  BTU's  or  greater,  the  severance  tax  rate 
is  25  percent  of  the  contract  sales  price  in  fiscal  years  1989  and  1990.  In  fiscal 
1991,  the  severance  tax  rate  for  this  coal  will  drop  to  20  percent.  For  coal  with 
a  lower  heating  value,  the  severance  tax  rate  is  17  percent  in  fiscal  years  1989 
and  1990.  The  rate  will  fall  to  13  percent  in  fiscal  1991.  Over  99  percent  of 
Montana's  coal  production  is  currently  taxed  at  the  25  percent  rate. 

Table  4  shows  historic  and  forecasted  coal  tax  revenue  to  the  general  fund 
for  fiscal  years  1984  through  1991. 
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Table  4 

General  Fund  Revenue  from  Coal  Severance  Tax 

Fiscal  Years  1984  through  1991 


Fiscal  Year 

1984 
1985 
1986 
1987 
1988 


1990 
1991 


Revenues 

$15,736,468 
17,432,312 
20,001,588 
17,290,794 
12,961,531 

Forecasted  - 

9,137,000 
7,318,000 
6,594,000 


Percent  Change 

3.5 

10.8 

14.7 
(13.6) 
(25.0) 


(29.5) 
(19.9) 
(  9.9) 


The  general  fund  receives  15.314  percent  of  coal  tax  collections  in  fiscal 
years  1988  and  1989.  In  fiscal  years  1990  and  1991,  the  general  fund  is 
scheduled  to  receive  13.68  percent  of  coal  tax  collections. 


Table  5  shows  historic  and  forecasted  coal  production, 
collections  for  fiscal  years  1984  through  1991. 


price,   and  severance 


Table  5 

Historic  and  Projected  Coal  Production,   Price  and  Tax  Revenue 

Fiscal  Years  1984  through  1991 


Fiscal 
Year 


1984 
1985 


1987 
1988 


1989 
1990 
1991 


Taxable 

Production 

(tons) 

27,394,512 
31,002,175 
31,114,028 
32,846,633 
35,537,273 


33,205,052 
32,420,330 
33,312,470 


Contract 
Sales 
Price 

$10.10 
9.88 
9.07 
8.24 
8.31 


Forecasted 


7.44 
7.36 
7.46 


Net 

Severance 

Taxes 

$82,823,411 
91,748,856 
84,217,213 
76,546,623 
84,638,312 


59,666,515 
53,492,221 
48,202,083 


Coal  production  is  projected  to  decline  by  6.6  percent  in  fiscal  1989  and  by 
2.4  percent  in  fiscal  1990;  an  increase  of  2.75  percent  is  projected  for  fiscal 
1991.  Production  by  each  of  Montana's  coal  producers  is  projected  to  decline  from 
fiscal  1988  to  fiscal  1989.  This  decline  was  anticipated  because  production 
accelerated    in    fiscal    1988    in    order    to    meet    the    32.2    million    ton    level    which 
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triggered  a  reduction  in  the   coal  severance   tax   rate.      The  growth  in  fiscal   1991 
is  due  to  a  projected  increase  in  demand  from  mid- western  utilities. 

The  fiscal  1988  average  contract  sales  price  of  $8.31  per  ton  is  artificially 
high  because  it  includes  lump-sum  payments  made  in  fiscal  1988  on  previous 
years'  production.  When  these  lump-sum  payments  are  removed,  the  average 
contract  sales  price  for  fiscal  1988  production  was  $7.27  per  ton.  Coal  prices  in 
fiscal  years  1989  through  1991  are  projected  to  increase  with  inflation.  An 
inflation  factor  of  0.6  percent  is  applied  for  calendar  1989,  1.1  percent  for 
calendar  1990,  and  1.4  percent  for  calendar  1991.  These  projections  are  based  on 
the  assumption  that  coal  prices  "bottomed  out"  in  fiscal  1988  and  will  climb  slowly 
in  fiscal  years  1989  through  1991.  The  reduction  in  the  average  contract  sales 
price  in  fiscal  1990  is  explained  by  shifts  in  production  among  coal  producers.  In 
fiscal  1990,  production  by  Decker  Coal,  one  of  Montana's  highest-priced  coals,  is 
projected  to  decline  causing  the  average  contract  sales  price  to  fall  despite  the 
forecasted  price  increases. 

The  coal  production  incentive  tax  credit  was  extended  by  the  1987  legislature 
to  apply  to  incremental  production  through  June  30,  1991,  which  is  the  date  when 
the  coal  severance  tax  rate  will  fall  to  15  percent.  The  production  tax  credit, 
which  was  $3.8  million  in  fiscal  1988,  rises  to  $4.9  million  in  fiscal  1989,  peaks  at 
$6.0  million  in  fiscal  1990,   and  falls  to  $4.5  million  in  fiscal  1991, 

Table  6  shows  the  distribution  of  the  coal  severance  tax  in  fiscal  years  1990 
and  1991. 


Table  6 

Coal  Severance  Tax  Allocations 

Fiscal  Years  1990  and  1991 


Category 

Constitutional  Trust 

General  Fund 

Education  Trust 

Local  Impact 

Public  School  Equalization 

Parks  Acquisition  Trust 

Alternative  Energy 

Renewable  Resources 

Water  Development 

County  Land  Planning 

Library  Commission 

Conservation  Districts 

Highway  Reconstruction  Trust 

Montana  Growth  Through  Agricultur 

Total 


Fiscal 

1990 

Fiscal 

1991 

Percent 

Percent 

Allocation 

Forecasted 

Allocation 

Forecasted 

50.000 

$26,7<»6,m 

50.000 

$24,101,041 

13.680 

7,317,736 

13.680 

6,594,045 

7.600 

'»,065,'i09 

7.600 

3,663,358 

6.650 

3,557,233 

6.650 

3,205,438 

3.800 

2,032,70'» 

3.800 

1,831,679 

1.900 

1,016,352 

1.910 

915.840 

1.710 

91'i,717 

1.710 

824,256 

0.'t75 

ZB'j.oas 

0.475 

228,960 

0.^75 

254,088 

0.475 

228,960 

0.380 

203,270 

0.380 

183,168 

0.380 

203,270 

0.380 

183,168 

0.190 

101,635 

0.190 

91 ,584 

12.000 

6,^*19,067 

12.000 

5,784,250 

0.760 

406,5*1 

0.760 

366,336 

100^000 

$53,492,221 

100^000 

$48,202,083 
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Approximately  two-thirds  of  Westmoreland's  Montana  coal  is  produced  on 
Crow  tribal  land.  In  1978,  the  Crow  tribe  challenged  the  state's  authority  to  tax 
coal  mined  on  tribal  land.  In  response  to  this  case,  the  federal  court  ordered 
that  the  severance  taxes  paid  by  Westmoreland  for  production  on  tribal  lands  be 
escrowed  after  September  30,  1982.  In  January  1988,  the  U.S.  Supreme  Court 
ruled  that  coal  produced  on  tribal  land  is  exempt  from  state  taxation.  Therefore, 
the  $29.1  million  in  escrow  will  not  be  paid  to  the  state.  There  remains  a 
question  concerning  the  state's  liability  to  refund  taxes  collected  by  the  state  for 
coal  produced  on  tribal  land  from  1975  through  September  1982. 

OIL  SEVERANCE  TAX 

Most  crude  oil  is  taxed  at  the  rate  of  5  percent  of  gross  value.  House  Bill 
776  enacted  by  the  1987  legislature  exempted  the  value  of  "new"  production  for 
two  years  and  of  the  first  five  barrels  of  daily  production  by  stripper  wells  from 
the  oil  severance  tax.  In  addition,  the  value  of  daily  production  between  five 
and  ten  barrels  from  stripper  wells  is  subject  to  a  tax  rate  of  3  percent.  "New" 
production  refers  to  crude  oil  from  a  well  which  has  not  produced  during  the  five 
years  immediately  preceding  the  first  month  of  qualified  "new"  production.  The 
exemption  for  "new"  production  terminates  when  the  Governor  certifies  that  the 
price  of  West  Texas  intermediate  crude  oil  has  reached  $25  a  barrel.  By  statute, 
a  stripper  well  means  a  well  that  produces  less  than  10  barrels  a  day.  When  the 
Governor  certifies  that  the  price  of  West  Texas  intermediate  crude  oil  has  reached 
$30  a  barrel,  the  exemption  and  reduced  tax  rate  on  stripper  production  are 
ended.  Counties  which  experience  an  increase  in  production  receive  the  tax 
collected  on  that  increase. 

Table  7  shows  general  fund  revenue  from  the  oil  severance  tax  since  fiscal 
1984  and  forecasts  through  fiscal  1991. 

Table  7 

General  Fund  Revenue  from  the  Oil  Severance  Tax 

Fiscal  Years  1984  through  1991 

Fiscal  Year  Revenue  Percent  Change 

1984  $32,686,015  (25.4) 

1985  32,526,656  (0.5) 

1986  23,152,504  (28.8) 

1987  10,762,412  (53.5) 

1988  16,484,059  53.2 


Forecasted 


1989  12,943,000  (21.5) 

1990  12,680,000  (2.0) 

1991  13,467,000  6.2 


Beginning  in  fiscal  1984,  one-third  of  total  oil  severance  tax  receipts  were 
earmarked  for  the  local  government  block  grant  program  which  terminated  in  fiscal 
1987.     Apart  from  changes  attributable  to  the  block  grant  allocation,   general  fund 
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revenue  from  the  oil  severance  tax  has  varied  with  movements  in  price  and 
production  levels,  tax  rates,  and  exemptions.  Table  8  shows  total  and  taxable 
production  and  average  price  since  fiscal  1984. 

Table  8 

Crude  Oil  Production  and  Average  Price 

Fiscal  Years  1984  through  1991 


-  -  Total  Production  - 

-  Taxable 

Production  - 

Fiscal  Year 

Barrels 

Percent 
Change 

Barrels 

Percent 
Change 

Average 
Price 

1984 
1985 

28,517,073 
29,871,626 

(3.5) 
4.7 

28,517,073 
29,871,626 

(3.5) 
4.7 

$28.54 
27.16 

1986 
1987 
1988 

28,945,573 
25,537,651 
23,307,365 

(3.1) 

(11.8) 

(8.7) 

28,945,573 
25,537,651 
20,989,498 

isted 

(3.1) 
(11.8) 
(17.8) 

23.88 
12.46 
16.43 

1989 
1990 
1991 

21,909,000 
21,252,000 
21,252,000 

(6.0) 

(3.0) 

0.0 

18,560,000 
17,772,000 
18,187,000 

(11.6) 
(4.2) 
2.3 

14.03 
14.36 
14.90 

In  Table  8,  the  columns  labeled  "total  production"  refer  to  the  definition  of 
taxable  production  before  House  Bill  776  which  exempted  much  production  from 
taxation.  The  columns  titled  "taxable  production"  refer  to  the  barrels  of  crude 
oil  actually  subject  to  the  severance  tax  each  year.  In  fiscal  1988,  taxable 
production  was  9.9  percent  less  than  total  production.  The  fiscal  note  to  House 
Bill  776  estimated  a  fiscal  1988  tax  loss  of  $1.7  million  due  to  the  exemptions  and 
reduced  tax  rates  contained  in  the  bill;  based  on  actual  production  and  price 
levels,  the  loss  was  $2.5  million.  Even  without  the  loss  attributable  to  tax 
exemptions,  taxable  production  would  have  fallen  each  of  the  last  three  fiscal 
years . 

Fiscal  year  average  price  declined  between  fiscal  1982  and  1987,  before 
increasing  in  fiscal  1988.  As  Table  8  indicates,  the  average  price  is  expected  to 
drop  substantially  in  fiscal  1989,  before  rising  gradually  in  the  1991  biennium. 
Between  mid- June  and  mid-October  1988,  the  price  of  Montana  crude  oil  fell  $2.50 
per  barrel.  The  forecast  of  oil  prices  has  the  uncertainty  typical  of  the  last  five 
or  six  years.  OPEC  production  and  pronouncements  are  both  major  influences  on 
price  and  difficult  to  predict. 

To  date,  there  is  limited  experience  with  the  impact  on  taxable  production  of 
the  exemptions  and  reduced  tax  rates  in  House  Bill  776.  In  fiscal  1988,  there 
appears  to  have  been  an  easing  in  the  rate  of  decline  in  total  production.  The 
extent  to  which  that  is  due  to  the  incentives  in  the  bill  or  to  prices  which  were 
higher  in  fiscal  1988  than  fiscal  1987  is  unknown.  Continued  moderation  of  the 
decline  in  total  production  evident  in  fiscal  1988  is  anticipated  for  the  next  three 
years.  This  expectation  is  premised  on  the  assumption  that  prices  do  indeed  rise 
over  the  forecast  period;  further  price  declines  will  likely  lead  to  lower 
production  levels  than  currently  forecast.  Taxable  production  declines  more 
sharply  than   total  production   during   the   next   two  years   because   the   exemption 
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for  "new"  production  has  a  phased  impact  on  taxable  production  and  revenue.  If 
House  Bill  776  provides  no  incentive  for  additional  production,  the  exemptions  and 
reduced  tax  rates  it  contains  are  anticipated  to  result  in  revenue  losses  of  $2.6 
million  for  fiscal  1990  and  $2.4  million  for  fiscal  1991. 


INTEREST  ON  INVESTMENTS 

Interest  on  investments  not  earmarked  for  other  accounts  is  deposited  in  the 
general  fund.  This  pool  of  investments  is  known  as  the  treasurer's  fund.  Shown 
in  Table  9  are  interest  earned  on  the  treasurer's  fund,  the  average  jrield,  and 
the  average  beilance  with  and  without  proceeds  from  the  sale  of  tax  and  revenue 
anticipation  notes  (TRANS). 


Table  9 

Interest  Earned  on  the  Treasurer's  Fund  and  Average  Balance 

Fiscal  Years  1984  through  1991 


Interest 

On 

Average 

Average  Balance 

Fiscal 

Treasurer's 

Average 

Balance 

Without  TRANS 

Year 

Fund 

Yield 
10.75% 

(Millions) 

$222.2 

(Millions) 

1984 

$23 

,898, 

,968 

$222.2 

1985 

25 

,723, 

,532 

9.87 

260.5 

226.5 

1986 

13 

,301, 

,923 

6.43 

205.0 

161.4 

1987 

12 

,830, 

,478 

6.06* 

232.2 

156.0 

1988 

15 

,783, 

,377 

7.10 

222.3 

175.2 

-   -   -   -   -  Forecasted 

1989 

17 

,315, 

,000 

8.18 

211.6 

211.6 

1990 

19 

,423, 

,000 

7.95 

244.2 

193.2 

1991 

17 

,168, 
time 

,000 
loss 

7.14 
attributable  to 

STIP 

240.6 
conversion . 

178.6 

♦Without  the  one- 

Currently,  both  the  average  yield  and  average  balance  are  below  the  levels 
which  characterized  the  early  1980's.  Moderation  of  inflation  rates  has 
contributed  to  the  decline  in  interest  rates;  as  price  hikes  occur  in  the  future, 
interest  rates  are  expected  to  rise  from  the  fiscal  1988  level.  The  fiscal  1991 
drop  in  the  average  yield  follows  from  the  assumption  of  a  slowing  in  economic 
growth  late  in  the  forecast  period  which  leads  to  more  accommodative  monetary 
policy  by  the  Federal  Reserve. 

After  reaching  a  low  in  fiscal  1987,  the  average  balance  without  TRANS 
proceeds  available  for  investment  rose  in  fiscal  1988  and  is  expected  to  do 
likewise  in  fiscal  1989.  Average  fund  balances,  particularly  in  the  general  fund 
and  the  highways  state  special  revenue  account,  have  risen  and  are  expected  to 
continue  that  trend  in  fiscal  1989.  In  the  1991  biennium,  fund  balances  will 
depend  on  legislative  action;  based  on  our  budget  analysis,  we  have  assumed 
spending  will  draw  down  those  balances. 
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The  Board  of  Examiners  may  authorize  the  sale  of  TRANS  when  a  negative 
cash  balance  is  forecast  for  the  general  fund  during  the  fiscal  year.  For  fiscal 
1989,  a  negative  cash  balance  is  not  anticipated  and  no  sale  is  planned.  With  the 
expectation  of  lower  balances  in  the  future,  TRANS  sales  adding  $51  million  to  the 
average  treasurer's  fund  balance  in  fiscal  1990  and  $62  million  in  fiscal  1991  are 
included  in  the  forecast. 


BOND  TRANSFER 

The  bond  transfer  to  the  general  fund  is  made  from  the  long- range  building 
debt  service  account  and  is  equal  to  the  balance  in  the  account  in  excess  of  that 
which  must  be  held  for  future  principal  and  interest  payments.  Since  funds  for 
principal  and  interest  payments  come  from  a  general  fund  appropriation,  all 
revenue  deposited  in  the  debt  service  account  is  available  for  transfer  to  the 
general  fund.  The  debt  service  account  receives  10  percent  of  individual  income 
tax  revenue  (11  percent  prior  to  the  1987  tax  year),  11  percent  of  corporation 
tax  revenue,  79.75  percent  of  the  cigarette  tax,  and  the  tobacco  products  tax. 
Table  10  shows  bond  transfers  to  the  general  fund  since  fiscal  1984  and 
forecasted  transfers  through  fiscal  1991. 

Table  10 

Bond  Transfers  to  the  General  Fund 

Fiscal  Years  1984  through  1991 

Fiscal  Year  Transfer  Percent  Change 

1984  $41,682,643  82.8 

1985  37,535,668  (9.9) 

1986  35,487,786  (5.5) 

1987  35,312,990  (0.5) 

1988  38,115,893  7.9 


Forecasted 


1989  39,636,000  4.0 

1990  38,461,000  (3.0) 

1991  41,010,000  6.6 


Prior  to  fiscal  1984,  the  debt  service  account  (then  known  as  a  sinking 
fund)  received  tax  revenue  and  interest  income;  principal  and  interest  payments 
were  made  directly  from  the  account,  meaning  that  the  balance  available  for 
transfer  to  the  general  fund  was  revenue  less  debt  service  payments.  Long- 
range  building  bonds  were  refinanced  during  fiscal  1984  which  inflated  the 
general  fund  transfer  that  year  by  approximately  $13.1  million,  accounting  for  the 
large  increase  in  that  year's  transfer.  Refinancing  was  also  responsible  for  the 
current  procedure  of  paying  debt  service  costs  with  a  general  fund  appropriation, 
leaving  all  revenue  to  the  account  available  for  transfer. 

The  assumptions  underlying  forecasts  of  individual  and  corporate  tax 
revenue  were  discussed  earlier.  Year-to-date  cigarette  tax  collections  suggest 
the  decline  in  packages  of  cigarette  sold  which  began  in  fiscal  1983  has  now 
ended.     The  forecast  assumes  that  sales  will  remain  slightly  above  the  fiscal  1988 
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level.      Consistent  with  recent  trends,    revenue  from  the  tobacco  products  tax  is 
forecast  to  grow  by  an  average  of  5  percent  annually  through  fiscal  1991. 

COAL  TAX  TRUST  FUND 

The  coal  tax  trust  fund  is  established  in  the  Montana  Constitution  and 
receives  50  percent  of  coal  severance  tax  collections.  Of  this  50  percent, 
one -fourth  is  deposited  to  the  in -state  investment  fund  for  economic  development 
projects  and  three -fourths  is  deposited  to  the  permanent  trust  fund.  Coal 
severance  tax  bonds,  issued  to  promote  water  development  in  Montana,  are 
subsidized  by  the  coal  tax  deposit  to  the  permanent  trust  when  water  development 
loan  repayments  do  not  cover  debt  service  costs. 

Table  11  shows  historic  and  projected  coal  trust  fund  income  to  the  general 
fund  for  fiscal  years  1984  through  1991.  In  the  1989  biennium,  the  general  fund 
receives  98  percent  of  the  trust  fund  income  and  2  percent  is  reinvested  in  the 
in -state  investment  fund  and  the  permanent  trust.  Fiscal  1990  general  fund 
revenue  from  the  coal  trust  declines  because  85  percent  of  trust  fund  income  is 
allocated  to  the  general  fund  and  15  percent  is  reinvested  in  the  trust  in  the  1991 
biennium.  This  reallocation  from  98  percent  to  85  percent  reduces  general  fund 
revenue  by  $10.7  million  in  the  1991  biennium.  Prior  to  fiscal  1984,  the  general 
fund  received  all  of  the  trust  fund  income.  Fiscal  1985  trust  fund  income  in- 
cludes a  one-time  GAAP  adjustment,  which  added  $3.1  million  to  the  general  fund. 

Table  11 

Historic  and  Projected  Income  from  the  Coal  Tax  Trust  Fund 

Fiscal  Years  1984  through  1991 

Fiscal  Year  General  Fund  Percent  Change 

1984  $19,250,210  4.2 

1985  27,471,265  42.7 

1986  38,526,779  40.2 

1987  39,278,822  2.0 

1988  36,774,516  (6.4) 


Forecasted 


1989  39,574,000  7.6 

1990  37,219,000  (6.0) 

1991  39,700,000  6.7 


Interest  earnings  on  the  coal  tax  trust  are  directly  related  to  coal  tax 
collections  and  interest  rates.  Projected  declines  in  coal  tax  collections  result  in 
lower  annual  deposits  to  the  trust  fund.  The  deposits  to  the  permanent  trust 
and  the  in-state  investment  fund,  projected  to  total  $29.8  million  in  fiscal  1989, 
fall  to  $26.7  million  in  fiscal  1990  and  $24.1  milUon  in  fiscal  1991.  The  combined 
balance  of  the  permanent  trust  and  in -state  investment  fund  is  projected  to  grow 
from  $389.7  million  at  the  beginning  of  fiscal  1990  to  $452.9  million  at  the  end  of 
fiscal  1991. 
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Long-term  securities  comprise  the  majority  of  permanent  trust  fund 
investments.  Interest  rates  on  new  long-term  investments  are  forecast  at  11.45, 
11.46,  and  10.43  percent  in  the  fiscal  years  1989  through  1991,  respectively.  A 
portion  of  the  permanent  trust  and  the  balance  of  the  in- state  investment  fund 
that  is  not  loaned  out  are  invested  in  the  short-term  investment  pool  (STIP). 
Short-term  investment  rates  are  forecast  at  8.23  percent,  7.95  percent,  and  7.10 
percent  in  fiscal  years  1989  through  1991,  respectively. 

The  in -state  investment  fund  provides  loans  for  economic  development 
projects  in  Montana.  The  interest  rates  on  these  loans  are  tied  to  the  U.S. 
treasury  bill  rate  plus  a  percentage  depending  on  the  level  of  risk.  The  average 
annual  yield  on  loans  outstanding  is  projected  to  grow  from  8.1  percent  in  fiscal 
1989  to  9.0  percent  in  fiscal  1991.  These  projections  are  based  on  the  Economic 
Development  Board's  making  $9  million  of  new  loans  annually  in  fiscal  years  1989 
through  1991. 

Coal  severance  tax  bond  subsidies  will  be  needed  in  each  of  fiscal  years  1989 
through  1991.  A  total  of  $54.93  million  of  coal  tax  bonds  is  outstanding  under 
the  water  development  program.  The  coal  tax  subsidy  for  fiscal  years  1989 
through  1991  is  projected  at  $605,000  per  year. 

INSURANCE  TAX 

Insurance  companies  operating  in  the  state  are  required  to  pay  a  tax  equal 
to  2.75  percent  of  net  premiums  on  poUcies  sold  in  Montana.  From  collections  of 
the  insurance  tax,  payments  are  made  to  police  and  fire  fighters'  pension  funds. 
Beginning  in  fiscal  1986,  the  insurance  department  in  the  State  Auditor's  Office  is 
funded  from  fees  and  charges  collected  by  the  office.  After  payments  to  pension 
funds  and  the  earmarking  of  fees  and  charges,  the  remainder  of  tax  receipts  are 
deposited  in  the  general  fund. 

Table  12  shows  general  fund  revenue  from  insurance  taxes  since  fiscal  1984 
and  forecasts  through  fiscal  1991. 

Table  12 

General  Fund  Collections  of  Insurance  Taxes 

Fiscal  Years  1984  through  1991 

Fiscal  Year  Collections  Percent  Change 

1984  $13,621,332  4.8 

1985  15,691,565  15.2 

1986  16,780,399  6.9 

1987  18,245,085  8.7 

1988  32,171,134  76.3 


Forecasted 


1989  21,625,000  (32.8) 

1990  21,120,000  (2.3) 

1991  22,023,000  4.3 
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In  fiscal  1984,  more  than  $1  million  more  than  needed  was  retained  for  pen- 
sion payments  and  deposited  in  the  general  fund  in  fiscal  1985  as  a  prior  year 
revenue  adjustment.  Beginning  in  fiscal  1986,  insurance  taxes  include  revenue 
from  a  fee  on  health  insurers  used  to  fund  a  voluntary  genetics  program;  the  fee 
is  scheduled  to  terminate  June  30,  1989.  The  fiscal  1988  jump  in  revenue  was 
attributable  to  passage  of  House  Bill  880  which  required  the  quarterly  payment  of 
insurance  premium  taxes;  in  that  year,  six  quarters  of  tax  revenue  were 
received , 

According  to  Section  33-10-227,  MCA,  the  Montana  Life  and  Health  Guaranty 
Association  shall  assess  member  insurance  companies  to  cover  the  liabilities  of 
insolvent  insurance  companies  to  their  policyholders.  In  late  1987  and  early  1988, 
the  association  assessed  insurance  companies  $10  million  for  liabilities  of  the 
insolvent  Life  of  Montana.  Statute  allows  a  company  to  write  off  its  assessments 
at  the  rate  of  20  percent  annually  tuitil  their  value  reaches  zero.  The  amount  of 
the  write-off  becomes  a  credit  against  insurance  premium  taxes  owed.  Using 
actual  and  anticipated  assessments,  these  write-offs  are  expected  to  reduce  tax 
collections  by  $2  million  in  fiscal  1990  and  $3  million  in  fiscal  1991.  Assessment 
write-offs  which  begin  in  fiscal  1990  account  for  the  drop  in  revenue  that  year 
and  the  slow  growth  in  fiscal  1991. 

Based  on  recent  experience,  total  revenue  from  insurance  taxes  (prior  to 
write-offs)  is  expected  to  increase  7  percent  annually  during  the  forecast  period. 
Because  they  are  generally  dependent  on  compensation  which  has  risen  only 
modestly,  payments  to  pension  funds  are  anticipated  to  grow  at  an  average  rate 
of  3.5  percent  during  the  forecast  period.  Expenditures  by  the  insurance 
department  in  the  1991  biennium  were  assumed  to  equal  LFA  current  level. 

PUBLIC  INSTITUTIONS  REIMBURSEMENT 

Four  of  the  state's  institutions  --  the  Montana  Developmental  Center,  Center 
for  the  Aged,  Eastmont  Human  Services  Center,  Montana  State  Hospital  (which 
includes  the  Galen  and  Warm  Springs  campuses),  and  the  Montana  Veterans'  Home 
--  collect  partial  reimbursement  for  the  costs  of  patient  care.  While  all  funds 
which  reimburse  the  Montana  Veterans'  Home  and  funds  from  the  alcohol  program 
at  Galen  are  returned  to  those  institutions,  other  reimbursements  are  deposited  to 
the  general  fimd. 

Table  13  shows  general  fimd  collections  of  institutional  reimbursement  since 
fiscal  1984  and  forecasts  through  fiscal  1991. 
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Table  13 

General  Fund  Collections  of  Public  Institutions  Reimbursement 

Fiscal  Years  1984  through  1991 

Fiscal  Year                                                Collections  Percent  Change 

1984  $  9,179,920  (19.5) 

1985  12,895,427  40.5 

1986  14,193,367  10.1 

1987  14,215,836  0.2 

1988  15,395,382  8,3 


Forecasted 


1989  16,255,000  5.6 

1990  16,702,000  2.7 

1991  17,161,000  2.7 


Fiscal  1984  revenue  recorded  in  the  state's  accounting  system  was  deflated 
by  $2.4  million  of  public  institutions  reimbursement  earned  that  year  which  was 
not  credited  to  the  general  fund  until  the  following  year.  In  fiscal  1986,  the 
general  fund  began  receiving  current  year  revenue  from  the  Center  for  the  Aged, 
Eastmont  Human  Services  Center,  and  the  Montana  Developmental  Center  which 
had  previously  gone  to  the  patients'  accounts.  Fiscal  1987  reimbursement  to  the 
general  fund  was  $780,000  less  than  it  would  have  been  had  the  Department  of 
Social  and  Rehabilitation  Services  had  sufficient  spending  authority  to  pay  all  the 
medicaid  reimbursements  owed  the  institutions.  In  fiscal  1988,  the  reimbursement 
owed  for  fiscal  1987  was  paid  through  prior  year  revenue  adjustments. 

Four  sources  contribute  to  public  institutions  reimbursement:  private 
resources  of  the  patients  or  the  parties  responsible  for  them,  insurance, 
medicare,  and  medicaid.  In  fiscal  1988,  medicaid  payments  accounted  for  86 
percent  of  total  institutional  reimbursement. 

Three  variables  determine  the  level  of  medicaid  nursing  home  payments:  1) 
the  number  of  patient  days  eligible  for  medicaid  reimbursement;  2)  the  reim- 
bursement rate  per  patient  day;  and  3)  the  private  resources  of  medicaid  patients 
which  reduce  the  medicaid  payments,  but  contribute  to  private  reimbursements. 

Medicaid  patient  days  are  anticipated  to  remain  at  the  levels  of  the  recent 
past,  implying  no  loss  of  medicaid  certification  by  any  of  the  institutions  and  no 
significant  change  in  the  eligibility  of  their  residents.  Reimbursement  rates 
increase  with  projected  current  level  cost  increases.  Because  current  level  is 
used  to  forecast  costs,  no  pay  raise  for  state  employees  at  the  institutions  is 
assumed;  if  compensation  levels  are  increased,  both  the  reimbursement  rates  and 
institutional  reimbursement  revenue  would  be  expected  to  increase  from  those  now 
forecast. 


LIQUOR  PROFITS 

The  Liquor  Division  in   the  Department  of  Revenue  operates  stores   through- 
Montana     which     seU     liquor     and     wine     to     the     public     and     other     retail 
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establishments.  According  to  Section  16-2-108,  MCA,  the  department  is  required 
to  pay  to  the  general  fund  the  net  proceeds  from  the  operation  of  state  liquor 
stores.  Table  14  shows  actual  liquor  profits  and  the  deposit  made  by  the 
department  since  fiscal  1984  and  forecasted  profits  through  fiscal  1991. 

Table  14 

Liquor  Profits  and  General  Fund  Deposit 

Fiscal  Years  1984  through  1991 

Fiscal  Year  Liquor  Profits  Percent  Change  General  Fund  Deposit 

1984  $5,408,943  8.0  $5,782,000 

1985  4,340,660  (19.8)  4,466,000 

1986  4,698,814  8.3  4,500,000 

1987  3,863,635  (17-8)  5,000,000 

1988  3,785,922  (2.0)  3,633,000 


Forecasted 


1989  3,524,000  (6.9)  3,524,000 

1990  3,714,000  5.4  3,714,000 

1991  3,942,000  6.1  3,942,000 


In  forecasting  liquor  profits,  the  assumptions  about  liquor  and  wine  sales  are 
consistent  with  those  used  to  forecast  liquor  and  wine  taxes.  Operating  expenses 
of  the  Liquor  Division  fell  5.1  percent  during  fiscal  1988,  compared  with  2.0  and 
1.3  percent  in  fiscal  years  1987  and  1986,  respectively.  Because  the  rate  at 
which  state  liquor  stores  close  in  the  future  is  expected  to  decline  from  that  of 
the  recent  past,  operating  expenses  are  anticipated  to  decrease  2  percent  in  fiscal 
1989,  followed  by  a  reduction  of  1  percent  in  fiscal  1990  and  constant  expenses  in 
fiscal  1991.  The  pay  schedules  of  liquor  store  employees  are  assumed  to  remain 
at  the  fiscal  1989  level. 


LIQUOR  EXCISE  TAX 

Section  16-1-401,  MCA,  authorizes  the  collection  of  a  liquor  excise  tax  and 
sets  the  tax  rate  at  16  percent  of  the  retail  selling  price  for  major  producers. 
(The  retail  selling  price  is  defined  as  the  state's  cost  plus  mark-up  and  is  less 
than  a  customer  pays  in  a  state  liquor  store.)  All  revenue  collected  from  the  tax 
is  deposited  in  the  general  fund. 

Table  15  shows  tax  collections  and  unit  liquor  sales  since  fiscal  1984  and 
forecasts  through  fiscal  1991. 
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Table  15 

Liquor  Excise  Tax  Collections  and  Unit  Liquor  Sales 

Fiscal  Years  1984  through  1991 


Fiscal 
Year 

CoUections 

Percent 
Change 

Unit 
Sales 

Percent 
Change 

1984 
1985 
1986 
1987 
1988 

$6,415,784 
5,935,058 
5,836,884 
5,589,174 
5,322,934 

(2.2) 
(7.5) 
(1.7) 
(4.2) 
(4.8) 

6,864,154 
6,317,465 
5,998,073 
5,493,264 
5,094,044 

(4.0) 
(8.0) 
(5.1) 
(8.4) 
(7.3) 

1989 
1990 
1991 

5,188,000 
5,252,000 
5,370,000 

(2.5) 
1.2 

2.2 

4,789,000 
4,741,000 
4,741,000 

(6.0) 

(1.0) 

0.0 

Notice  that  tax  collections  have  fallen  each  year  since  fiscal  1984  and  are 
expected  to  decrease  again  this  year.  The  cause  is  declining  liquor  sales  which 
have  not  been  offset  by  price  increases.  Sales  have  fallen  with  the  trend  toward 
healthier  lifestyles  and  population  declines.  The  1987  legislature  raised  the 
minimum  legal  drinking  age  to  21  with  grandfathering  for  those  already  19  years 
old.  A  small  part  of  the  fiscal  1988  drop  in  consumption  and  a  larger  part  of  the 
decline  forecast  for  fiscal  1989  can  be  attributed  to  this  change.  The  last  two 
years  have  seen  modest  increases  in  the  average  selling  price  which  are  expected 
to  continue. 


INHERITANCE  TAX 

Title  72  of  the  Montana  Code  Annotated  authorizes  the  collection  of 
inheritance  and  estate  taxes.  The  inheritance  tax  liability  depends  on  the  size  of 
an  estate  and  the  relationship  of  the  heirs  to  the  decedent.  Estate  taxes  also 
depend  on  the  size  of  the  estate  and  are  equal  to  the  credit  allowed  by  the 
federal  estate  tax  for  state  taxes.  To  find  the  amount  of  death  taxes  owed  the 
state  of  Montana,  tax  liabilities  under  each  the  inheritance  and  estate  tax  laws  are 
computed;   the  larger  of  the  two  is  the  amount  owed. 

Table  16  shows  collections  of  inheritance  taxes  since  fiscal  1984  and  forecasts 
through  fiscal  1991. 
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Table  16 

Inheritance  Tax  Revenue 

Fiscal  Years  1984  through  1991 


Fiscal  Year  Revenue  Percent  Change 

1984  $  5,960,471  (6.8) 

1985  7,656,622  28.5 

1986  7,179,417  (6.2) 

1987  8,498,656  18.4 

1988  8,745,457  2.9 


Forecasted 


1989  10,514,000  20.2 

1990  9,550,000  (9.2) 

1991  9.980.000  4.5 


In  fiscal  1987,  over  $1  nulUon  was  paid  on  a  single  large  estate.  Even  after 
removing  that  large  increase,  there  is  no  clear  pattern  in  tax  collections.  As 
indicated  previously,  revenue  depends  on  the  wealth  of  the  individual  who  dies 
and  the  relationship  of  the  heirs  to  decedent,  making  forecasting  difficult.  The 
increase  forecast  for  fiscal  1989  is  premised  on  year-to-date  revenue  which  is 
significantly  higher  than  it  was  at  the  same  time  in  fiscal  1988.  In  the  1991 
biennium,  collections  return  to  levels  consistent  with  fiscal  1988  and  the 
intervening  inflation. 

METAL  MINES  TAX 

The  metal  mines  tax  is  levied  on  producers  of  gold,  silver,  copper,  lead,  or 
any  other  metal  or  precious  or  semiprecious  gems  or  stones  of  any  kind.  Begin- 
ning with  the  calendar  1985  tax  year,  no  tax  will  be  assessed  on  the  first 
$250,000  of  gross  value  of  metal  mined,  exempting  mines  with  little  output.  The 
marginal  tax  rates  rise  from  0.5  percent  on  the  second  $250,000  to  1.5  percent  on 
gross  value  over  $1  million.  Collections  for  tax  years  beginning  after  December 
31,  1984  are  allocated  67  percent  to  the  general  fund  and  33  percent  to  the 
hardrock  mining  impact  account.  The  tax  is  due  March  1  for  production  during 
the  preceding  calendar  year.  Prior  to  calendar  year  1985,  all  revenue  was 
deposited  in  the  general  fund. 

Table  17  shows  actual  and  forecasted  general  fund  revenue  from  the  metal 
mines  tax  since  fiscal  1984. 
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Table  17 

General  Fimd  Revenue  from  the  Metal  Mines  Tax 

Fiscal  Years  1984  through  1991 


Fiscal  Year  Revenue  Percent  Change 

1984  $2,630,135  70.6 

1985  1,977,324  (24.8) 

1986  984,852  (50.2) 

1987  1,211,030  23.0 

1988  2,961,778  144.6 


Projected 


1989  4,242,000  43.2 

1990  4,336,000  2.2 

1991  3,703,000  (14.6) 


As  Table  17  shows,  general  fund  revenue  from  the  metal  mines  tax  has 
varied  significantly  from  year  to  year.  In  fiscal  1984,  the  large  increase  was  the 
result  of  the  Golden  Sunlight  Mine  beginning  commercial  production,  while  existing 
mines  generally  increased  their  outputs.  The  fiscal  1985  drop  in  revenue  was 
attributable  to  overall  declines  in  metal  prices.  The  further  drop  in  fiscal  1986 
was  primarily  the  result  of  the  new  allocation  of  the  tax  which  reduced  the 
general  fund's  share  from  100  percent  to  67  percent.  In  fiscal  1987,  revenue 
rose  with  the  commencement  of  mining  by  Montana  Resources.  The  additional 
increase  in  fiscal  1988  was  the  result  of  the  Stillwater  and  Montana  Tunnels  Mines 
beginning  production,  increases  in  output  at  existing  mines,  higher  metal  prices, 
and  audit  revenue. 

The  anticipated  fiscal  1989  increase  in  tax  collections  is  primarily  the  result 
of  higher  production,  particularly  at  the  Stillwater  and  Montana  Tunnels  Mines 
which  complete  their  first  full  years  of  operation  in  1988.  Fiscal  1990  collections 
will  be  bolstered  by  payments  from  a  settlement  reached  with  the  Anaconda 
Minerals  Company  in  1986  on  disputed  taxes  from  the  early  1980's.  The  fiscal 
1991  decrease  in  revenue  is  due  to  declines  in  metal  prices  from  the  unusually 
high  current  levels. 

ELECTRICAL  ENERGY  PRODUCERS  LICENSE  TAX 

Electrical  energy  producers  are  taxed  $0.0002  per  kilowatt  hour  on  electricity 
or  electrical  energy  generated,  manufactured,  or  produced  in  the  state  of 
Montana.  Table  18  shows  changes  in  revenue  from  the  electrical  energy  pro- 
ducers license  tax  which  have  occurred  since  fiscal  1984  and  those  anticipated  for 
the  forecast  period. 
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Table  18 

Electrical  Energy  Producers  License  Tax  Revenue 

Fiscal  Years  1984  through  1991 


Fiscal  Year  Revenue  Percent  Change 

1984  $2,413,172  56.1 

1985  2,361,855  (2.1) 

1986  2,530,403  7.1 

1987  2,991,861  18.2 

1988  3,311,082  10.7 


Forecasted 


1989  3,632,000  9.7 

1990  3,221,000  (11.3) 

1991  3,221,000  0.0 


An  audit  resulted  in  the  fiscal  1984  payment  of  $552,000  in  back  taxes  and 
interest  which  accounts  for  most  of  the  increase  seen  that  year. 

Public  utilities  lending  money  for  residential  energy  conservation  are  allowed 
a  tax  credit  against  their  electrical  energy  tax  liability.  The  credit  is  equal  to 
the  difference  between  interest  actually  received  on  loans  made  by  the  utility  and 
the  interest  that  would  have  been  received  at  the  prevailing  average  interest  rate 
for  home  improvement  loans.  Following  several  years  of  rapid  growth  after  the 
credit  was  authorized  by  the  1979  legislature,  the  total  credit  claimed  fell  in  fiscal 
1988.  Further  anticipated  declines  in  the  credit  contribute  to  the  growth  of  net 
revenue  during  the  forecast  period. 

The  drought  and  an  accompanying  increase  in  coal-generated  production 
appear  to  have  pushed  production  and  tax  collections  up  in  early  fiscal  1989, 
resulting  in  revenue  growth  this  year.  In  the  1991  biennium,  electrical  energy 
production  is  assumed  to  return  to  a  normal  level. 

DRIVER'S  LICENSE  FEES 

Section  61-5-111,  MCA,  estabUshes  fees  for  the  issuance  of  driver's  licenses 
and  motorcycle  endorsements.  Table  19  shows  actual  revenue  from  driver's 
license  fees  since  fiscal  1984  and  forecasts  through  fiscal  1991. 
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Table  19 

General  Fund  Revenue  from  Driver's  License  Fees 

Fiscal  Years  1984  through  1991 


Fiscal  Year  Revenue  Percent  Change 

1984  $799,652  (2.0) 

1985  803,983  0.5 

1986  796,349  (0.9) 

1987  802,900  0.8 

1988  790,325  (1.6) 


Forecasted 


1989  790,000  0.0 

1990  790,000  0.0 

1991  790,000  0.0 


Based  on  year-to-date  collections,  fiscal  1989  revenue  is  expected  to  equal 
last  year's  level.     No  growth  is  anticipated  in  the  1991  biennium. 

TELEPHONE  COMPANY  LICENSE  TAX 

The  telephone  company  license  tax  is  equal  to  1.725  percent  of  the  gross 
income  in  excess  of  $250  quarterly  derived  from  any  telephone  business  in  the 
state.     All  revenue  is  deposited  in  the  general  fund. 

Table  20  shows  revenue  from  the  telephone  company  license  tax  since  fiscal 
1984  and  forecasts  through  fiscal  1991. 

Table  20 

Telephone  Company  License  Tax  Revenue 

Fiscal  Years  1984  through  1991 

Fiscal  Year  Revenue  Percent  Change 

1984  $2,251,905  2.4 

1985  2,931,732  30.2 

1986  3,243,935  10.6 

1987  3,546,256  9.3 

1988  3,450,499  (2.7) 


Forecasted 


1989  3,560,000  3.2 

1990  3,720,000  4.5 

1991  3,803,000  2.2 
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Because  tax  receipts  rise  with  the  gross  incomes  of  covered  telephone 
companies,  tax  increases  are  due  to  growth  in  the  quantity  of  services  provided 
and  to  price  increases  on  those  services.  Since  U.  S.  West  pays  the  majority  of 
the  tax  (77  percent  in  fiscal  1988),  decisions  by  the  Public  Service  Commission 
(PSC)  in  its  rate  cases  account  for  the  largest  part  of  the  increase  in  tax 
collections  above  that  induced  by  growth  or  shrinkage  in  the  quantity  of  services 
provided.  AT&T  Communications  paid  14  percent  of  total  taxes  collected  in  fiscal 
1988. 

Based  on  rate  cases  pending  and  anticipated  by  the  PSC,  the  gross  income 
of  U.S.  West  will  grow  slowly  during  the  forecast  period.  No  growth  is 
anticipated  for  AT&T  Communications,  while  revenue  from  the  smaller  telephone 
companies  grows  at  its  average  rate  from  the  recent  past.  As  shown  in  Table  20, 
the  result  of  these  assumptions  is  tax  increases  between  2  and  5  percent 
annually . 

BEER  LICENSE  TAX 

Montana  statutes  levy  beer  taxes  totaling  $4.30  per  31-gallon  barrel.  From 
the  tax  on  each  barrel,  $1.80  is  deposited  in  the  general  fund,  $1.50  goes  to 
incorporated  cities  and  towns,  and  $1.00  is  credited  to  the  Department  of  Insti- 
tutions for  alcoholism  programs.  The  1985  legislature  increased  the  tax  $0.30  per 
barrel  and  specified  that  the  additional  tax  would  be  deposited  in  the  general 
fund. 

Table  21  shows  general  fund  revenue  from  the  beer  license  tax  since  fiscal 
1984  and  forecasts  through  fiscal  1991. 

Table  21 

General  Fund  Revenue  from  the  Beer  Tax 

Fiscal  Years  1984  through  1991 

Fiscal  Year  Revenue  Percent  Change 

1984  $1,203,236  (2.6) 

1985  1,156,186  (3.9) 

1986  1,287,765  11.4 

1987  1,281,316  (0.5) 

1988  1,254,564  (2.1) 


Forecasted 


1989  1,228,000  (2.1) 

1990  1,228,000  0.0 

1991  1,240,000  1.0 


The  fiscal  1986  increase  in  revenue  is  attributable  to  the  higher  tax  rate 
that  began  that  year.  Because  revenue  rose  less  than  the  increase  in  the  tax 
rate,  the  volume  of  beer  taxed  that  year  fell,  as  it  has  each  year  since  fiscal 
1984. 
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The  1987  legislature  raised  the  minimum  legal  drinking  age  to  21  with 
grandfathering  for  those  already  19  years  old.  Part  of  the  fiscal  1988  decline  in 
beer  consumption  can  be  linked  to  this  change.  In  early  fiscal  1989,  the 
apparent  decline  is  less  than  would  be  expected  with  the  increased  drinking  age, 
suggesting  an  underlying  upward  trend  in  beer  consumption.  Barrels  of  beer  tax 
are  expected  to  stabilize  in  fiscal  1990  and  grow  slightly  in  fiscal  1991. 

NATURAL  GAS  SEVERANCE  TAX 

A  severance  tax  of  2.65  percent  of  total  gross  value  is  assessed  on  the 
production  of  natural  gas  in  the  state.  The  1987  legislature  enacted  House  Bill 
776  which  provides  a  two-year  exemption  for  "new"  production  of  natural  gas  and 
exempts  the  first  30,000  cubic  feet  of  daily  production  from  wells  which  produced 
60,000  cubic  feet  or  less  per  day,  on  average,  during  the  preceding  calendar 
year.  In  addition,  production  between  30,000  and  60,000  cubic  feet  from  wells 
producing  60,000  cubic  feet  or  less  per  day  is  taxed  at  1.59  percent,  60  percent 
of  the  rate  on  higher  production  wells.  "New"  production  is  defined  as 
production  from  a  weU  which  has  not  produced  during  the  immediately  preceding 
five  years.  The  exemption  for  "new"  production  terminates  when  the  Governor 
certifies  that  the  price  of  West  Texas  intermediate  crude  oil  has  reached  $25  a 
barrel.  Counties  in  which  an  increase  in  production  occurs  receive  the  tax 
collected  on  that  increase.  All  natural  gas  severance  tax  revenue  is  deposited  to 
the  general  fund. 

Table  22  shows  revenue  from  the  natural  gas  severance  tax  since  fiscal  1984 
and  anticipated  through  fiscal  1991. 

Table  22 

Natural  Gas  Severance  Tax  Revenue 

Fiscal  Years  1984  through  1991 

Fiscal  Year  Revenue  Percent  Change 

1984  $2,797,996  10.8 

1985  2,945,778  5.3 

1986  2,890,666  (1.9) 

1987  2,492,465  (13.8) 

1988  1,491,523                      (40.2) 
_________________  Forecasted  ------------------- 


1989  1,055,000  (29.3) 

1990  1,036,000  (1.8) 

1991  1,135,000  9.6 


The  sharp  drop  in  fiscal  1988  revenue  is  the  result  of  the  exemptions  and 
reduced  tax  rates  in  House  Bill  776  which  first  became  effective  that  year. 

Receipts  from  the  natural  gas  severance  tax  depend  on  the  levels  of  taxable 
production  and  price.  During  the  past  several  years,  price  has  been  on  a  gen- 
erally downward  trend;   in  fiscal  1988,   the  average  price  was  $1.64  per  thousand 
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cubic   feet   (MCF).      Based   on   national  forecasts,    the   price   of  Montana's   natural 
gas  is  anticipated  to  rise  gradually. 

As  was  the  case  with  price,  taxable  production  has  generally  declined  since 
fiscal  1984.  Table  23  shows  production  levels  since  fiscal  1984  and  those  anti- 
cipated in  the  forecast  period. 

Table  23 

Total  and  Taxable  Production  of  Natural  Gas 

Fiscal  Years  1984  through  1991 

(Thousands  of  Cubic  Feet) 


Fiscal 

Total 

Percent 

Taxable 

Percent 

Year 

Production 

Change 

Production 

Change 

1984 

44,213,508 

__ 

44,213,508 

__ 

1985 

43,716,702 

(1.1) 

43,716,702 

(1.1) 

1986 

43,869,698 

0.4 

43,869,698 

0.4 

1987 

39,357,631 

(10.3) 

39,359,631 

(10.3) 

1988 

40,272,844 

2.3 
-  -  Forecasted  - 

28,279,600 

(28.2) 

1989 

42,286,000 

5.0 

25,303,000 

(10.5) 

1990 

43,555,000 

3.0 

23,759,000 

(6.1) 

1991 

43,991,000 

1.0 

25,208,000 

6.1 

The  columns  labeled  "total  production"  refer  to  the  definition  of  taxable 
production  before  the  effect  of  House  Bill  776  which  exempted  much  natural  gas 
from  taxation.  In  contrast,  the  columns  titled  "taxable  production"  refer  to  the 
barrels  of  crude  oil  actually  subject  to  the  severance  tax  each  year.  In  fiscal 
1988,   taxable  production  was  29.8  percent  less  than  total  production. 

As  it  did  in  fiscal  1988,  total  production  is  forecast  to  increase  modestly. 
However,  taxable  production  declines  through  fiscal  1990  with  the  expansion  of 
"new"  production  as  a  proportion  of  total.  By  fiscal  1990,  taxable  production  is 
anticipated  to  be  45.4  percent  less  than  total,  due  to  the  growth  in  exempt  "new" 
production  which  increases  from  4.8  percent  of  total  in  fiscal  1988  to  22.6  percent 
in  fiscal  1990.  If  House  Bill  776  provides  no  incentive  for  additional  production, 
the  exemptions  and  reduced  tax  rates  it  contains  are  anticipated  to  result  in 
revenue  losses  of  $1.0  million  in  fiscal  1990  and  $1.0  million  in  fiscal  1991. 


FREIGHT  LINE  COMPANY  TAX 

The  freight  line  company  license  tax  is  assessed  at  the  rate  of  "5  1/2  per- 
cent of  the  total  gross  earnings  received  from  all  sources  by  reason  of  the  use  or 
operation  of  such  cars  within  the  state."  Companies  pay  the  tax  on  rail  cars 
which  operate  in  the  state  and  are  not  otherwise  listed  for  taxation  in  Montana. 
On  or  before  March  1  or  each  year,  the  tax  is  payable  on  earnings  for  the 
preceding  calendar  year. 
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In  Table  24  revenue  from  the  freight  line  company  tax   since  fiscal   1984  is 
shown,   as  well  as  forecasts  through  fiscal  1991. 

Table  24 
Freight  Line  Company  License  Tax  Revenue 
Fiscal  Years  1984  through  1991 

Fiscal  Year  Revenue  Percent  Change 

1984  $1,334,111  (6.8) 

1985  1,379,418  3.4 

1986  1,195,066  (13.4) 

1987  1,212,219  1.4 

1988  1,229,618  1.4 


Forecasted 


1989  1,184,000  (3.7) 

1990  1,288,000  8.8 

1991  1,342,000  4.2 


The  decline  in  fiscal  1986  is  probably  attributable  to  the  1985  drought  and 
the  resulting  low  level  of  Montana  grain  harvests  and  shipments.  Although 
harvests  and  shipments  have  improved  since  then,  they  have  not  returned  to  the 
levels  of  the  early  1980's  and  annual  tax  collections  have  remained  close  to  $1.2 
million.  The  1988  drought  is  expected  to  depress  fiscal  1989  revenue.  Harvests 
at  more  normal  levels  in  1989  and  1990  will  increase  revenue  in  the  1991  biennium. 


WINE  TAX 

Table  wine  sold  in  the  state  is  taxed  at  the  rate  of  27  cents  per  liter. 
Sixteen  cents  of  the  tax  is  deposited  in  the  general  fund,  while  the  remainder 
goes  to  the  Department  of  Institutions  and  local  governments. 

Table  25  shows  general  fund  revenue  from  the  wine  tax  since  fiscal  1984  and 
forecasts  through  fiscal  1991. 
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Table  25 

General  Fund  Revenue  from  the  Wine  Tax 

Fiscal  Years  1984  through  1991 


Fiscal  Year  Revenue  Percent  Change 

1984  $904,932  1.0 

1985  905,648  0.1 

1986  946,287  4.5 

1987  982,402  3.8 

1988  929,862  (5.3) 
---_--______.____  Forecasted  ------------------. 


1989  833,000  (10.4) 

1990  794,000  (4.7) 

1991  794,000  0.0 


Since  the  general  fund's  share  of  the  tax  has  remained  at  16  cents  per  liter, 
the  percentage  changes  in  revenue  shown  in  Table  25  also  represent  the  changes 
in  volume  sold.  Note  that  revenue  and  volume  sold  increased  for  four  years 
before  declining  in  fiscal  1988. 

The  1987  legislature  raised  the  minimum  legal  drinking  age  to  21  with  grand- 
fathering for  those  already  19  years  old.  A  small  part  of  the  fiscal  1988  decline 
in  wine  consumption  and  a  larger  part  of  the  fiscal  1989  decline  apparent  in 
year-to-date  collections  can  be  attributed  to  this  change.  The  decline  in 
consumption  is  expected  to  moderate  in  fiscal  1990  and  cease  in  fiscal  1991. 


OTHER  REVENUE 

The  "other"  revenue  category  contains  a  large  number  of  taxes,  fees,  and 
other  types  of  revenue  which  generally  contribute  less  revenue  than  those  which 
are  categorized  separately.  Because  the  components  of  the  category  change  over 
time  as  new  fees  and  taxes  are  established  and  some  are  discontinued,  an  analysis 
of  growth  trends  is  difficult.  Table  26  shows  total  collections  of  other  revenue 
since  fiscal  1984  and  forecasts  through  fiscal  1991. 
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Table  26 

Other  General  Fund  Revenue 

Fiscal  Years  1984  through  1991 


Fiscal  Year                                              Revenue  Percent  Change 

1984  $12,219,313  9.3 

1985  13,527,663  10.7 

1986  17,496,901  29.3 

1987  21,110,838  20.7 

1988  21,375,139  1.3 
_.-._-_____---_-_  Forecasted  ------------------ 


1989  23,797,000  11.3 

1990  23,558,000  (1.0) 

1991  24,418,000  3.7 


The  largest  components  of  the  other  category  in  fiscal  1988  included  the  net 
income  tax  on  video  gaming  machines,  the  general  fund's  shares  of  revenue  from 
investment  licenses  and  permits  issued  by  the  State  Auditor's  Office  and  from 
vehicle  license  fees,  the  transfer  from  the  capitol  land  grant  account,  and  taxes 
and  fees  assessed  on  companies  regulated  by  the  Public  Service  Commission.  As 
Table  26  indicates,  our  forecast  generally  assumes  continued  growth  in  revenue 
from  other  sources.  In  particular,  the  net  income  teix  on  video  gaming  machines 
will  continue  to  grow  as  the  number  of  machines  increases  and  a  full  year  of 
revenue  is  collected  in  fiscal  1989.  Fiscal  1989  revenue  is  also  inflated  by  the 
anticipated  receipt  of  $830,000  from  the  federal  government  in  reimbursement  for 
its  share  of  fire  fighting  costs  incurred  by  the  state.  In  fiscal  1988  and  1989, 
funds  from  the  capitol  land  grant  account  were  transferred  to  the  general  fund  in 
accordance  with  House  Bill  2.  Since  neither  the  reimbursement  for  fire  fighting 
costs  nor  the  capitol  land  grant  transfer  are  expected  to  recur  in  fiscal  1990, 
other  general  fund  revenue  declines. 
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A  COMPARISON  OF  GENERAL  FUND  REVENUE  FORECASTS 

Over  fiscal  years  1989  through  1991,  the  Office  of  the  Legislative  Fiscal 
Analyst  forecasts  general  fiind  revenue  will  total  $9.3  mUlion  more  than  the 
executive  budget  in  spite  of  the  executive  inclusion  of  $20  miUlon  of  revenue 
enhancement.  The  majority  of  the  difference  occurs  in  fiscal  1989.  Executive 
estimates  for  fiscal  1990  and  1991  are  based  on  an  accounting  change  which  only 
lists  the  federal  share  of  medicaid  reimbursements  to  state  institutions  as  general 
fund  revenue.  For  comparability,  Table  2  in  this  report  makes  the  same 
adjustment  for  the  LFA  estimate. 

For  fiscal  1989,  the  LFA  anticipates  general  fund  revenue  of  $389.4  million 
which  is  $12.1  million  more  than  the  executive  forecast  of  $377.3  miUion.  Table  1 
shows  the  fiscal  1989  difference  by  revenue  category. 


Table  1 

Current  Law  General  Fund  Revenue  Comparison 

Fiscal  Year  1989 

(Thousands) 


Category 

Individual  Income  Tax 

Corporation  License  Tax 

Coal  Severance  Tax 

Oil  Severance  Tax 

Interest  on  Investments 

Bond  Transfer 

Coal  Trust  Interest  Income 

Insurance  Tax 

Public  Institutions  Reimbursement 

Liquor  Profits 

Liquor  Excise  Tax 

Inheritance  Tax 

Metal  Mines  Tax 

Electrical  Energy  Tax 

Drivers'  License  Fees 

Telephone  License  Fees 

Beer  License  Tax 

Natural  Gas  Severance  Tax 

Freight  Line  Tax 

Wine  Tax 

Other  Revenue  Sources 

Total 


LFA 

Executive 

Difference 

$143,762 

$141,114 

$  2,648 

29,654 

28,694 

960 

9,137 

8,918 

219 

12,943 

13,536 

(593) 

17,315 

14,324 

2,991 

39,636 

38,444 

1,192 

39,574 

39,002 

572 

21,625 

21,371 

254 

16,255 

16,090 

165 

3,524 

3,623 

(99) 

5,188 

4,998 

190 

10,514 

8,727 

1,787 

4,242 

3,691 

551 

3,632 

3,389 

243 

790 

804 

(14) 

3,560 

3,656 

(96) 

1,228 

1,242 

(14) 

1,055 

1,143 

(88) 

1,184 

1,181 

3 

833 

901 

(68) 

23.797 

22.509 

1.288 

li§iJi§ 

mi.m 

IliiQiL 

The  largest  differences  are  in  individual  income   tax  and  interest  on  invest- 
ments.     Because  the  forecasting  models  are  dissimilar,   it  is  difficult  to  isolate  the 
for    the    LFA    income    tax    forecast's    being    $2.6    million,    or    1.9    percent, 
A  likely  explanation  is   that   the  executive  assumes   growth  in  per  capita 
personal   income   of   2.7    percent   in    1988,    while    the   LFA   forecast   of   per 


reasons 
higher. 
Montana 
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capita  non-farm  labor  income  is  based  on  3.0  percent  growth.  The  LFA  forecast 
of  interest  on  investments  is  $3.0  million  above  the  executive,  due  to  both  a 
larger  balance  available  for  investment  and  a  higher  interest  rate.  The  larger 
balance  is  primarily  the  result  of  higher  LFA  fiscal  1989  revenue  forecasts  for  the 
general  fund.  While  the  executive  assumes  interest  earned  on  the  balance  will 
average  7.50  percent,  the  LFA  uses  an  average  of  8.18  percent.  During  most  of 
1988,  short-term  interest  rates  have  been  on  an  upward  trend  and  were  in  the 
8.0  to  8.5  percent  range  in  December.  For  fiscal  1989,  the  total  LFA  general 
fund  revenue  forecast  is  3.2  percent  higher  than  the  executive. 

For  the  1991  biennium,  the  LFA  forecast  is  $2.8  million,  or  0.4  percent, 
lower  than  the  executive  forecast  with  proposed  revenue  adjustments.  Table  2 
which  follows  shows  the  1991  biennium  difference  by  revenue  category  and  fiscal 
year.  Again,  forecasts  of  interest  on  investments  contribute  to  the  difference. 
Due  to  both  larger  invested  balances  and  higher  interest  rates,  the  LFA 
anticipates  $3 . 1  million  more  in  interest  on  investments  than  the  executive .  The 
higher  balances  available  for  investment  are  the  result  of  the  LFA  assumption  that 
sales  of  tax  and  revenue  anticipation  notes  (TRANS)  add  $51  million  and  $62 
million  to  average  balances  in  fiscal  years  1990  and  1991,  respectively.  In 
contrast,  the  executive  budget  includes  the  sale  of  $30  million  of  TRANS  each 
year.  While  the  executive  uses  an  average  interest  rate  of  7.30  percent  for  fiscal 
1990  and  6.95  percent  for  fiscal  1991,  the  LFA  anticipates  interest  rates  of  7.95 
percent  and  7.14  percent  in  fiscal  years  1990  and  1991,  respectively.  The  rates 
in  our  forecast  are  based  on  Wharton  Econometrics'  forecasts  of  short  term 
interest  rates. 


39- 


0)  o< 


'  « 

.  s 

g 

vO 

s 

s 

* 

s  s 

o- 

a 

tvl 

O^ 

iC  §: 

S 

10 

c^ 

s 

M 

M 

m 

[^ 

1^ 

^t 

vt 

Pv 

st       PJ 

10 

«:• 

— 

— 

§  ° 

<* 

«► 

•S  -5 

^ 

« 

1 

R 

N 

M 

Kl 

t^ 

s 

M 

K> 

S  ? 

VO 

o 

Si 

s 

S 

c^ 

o 

Ov 

S 

*   J 

•!■ 

r>~ 

■*■ 

CO 

CO 

O 

O 

t^ 

O 

CO 

«      0 

f^ 

^ 

M 

m 

to 

>fl 

K1 

in 

<\j 

10 

a. 

CO     N- 

f,. 

„ 

rv 

l\l 

M 

M 

^ 

-o 

^ 

r^ 

ii  .2 

5^ 

«v 

^=1 


u.    UJ 


3     N     5 

5 

5 

S  I 

jj 

ssHsisSI 

?:  S  S  S 

-   «a   a   » 

i°' 

S 

S 

a.    so 

5 

j.,.02;«^-N- 

" " "  ;^ 

S 
tJ 

CO     O     O     PJ 


O      VS      ^a■      a 


•-i>»rflvorvi-ia)  KleoolOC^^Jr-lK^OMco^flc^J 

ocvJcoKio-m^         K^vo^*■•-^lnlfleoc^cJo•-lco^■ 


2  s 


,»iflin<*«or«.o 

«NOOM«OMOincvl*C0 

S 

rvtrtuiarOM          m«««          * 

s 

».       K1       r-l       >0 


^0      rt      rl      Ifl 
0>       SO       >C       -* 

-*   in   in   NO 


»    so    —    o    •-■    ro 


0  in   in   c^   o 
■V   m   M   M   « 

1  «  "^^  *  -: 

S  :2  J5 

^     O-     rt 

iSsinRsnsii 

s 

^  s  -  2  :: 

K  M  S3 

-OrOs*CO-*M             M«             «             Kl 

in 
«> 

so     so     Kl     so 


3!  ? 

^"  ^  i  s 


s  ;^  3  £  s 


>0       Kl       lil       Os       ^^ 


3  8 


^    u 


«  X  4'  M 

u    c  («  X  n  «) 

§11  (->  re  u  h 

o  H  >  u 

OHO)  C  4' 

C     J  U  U  M  h      c 

M  CO  «)     t-( 

c  re  c  c  iM 

iH    o  M  re  o  w    ♦' 

re    H  HI  Li  en 

3    -f  >  o  +■  re     3 

■o    re  o  >  M  u    h 

■H     u  (A  a;  (U  H    H 

>     o  in  ti 

4)  -D 


2  i3  S  S 
S  ^  ^  ^ 


-40- 


-t*    o     c:    X 


o  <^    m    so 

ro    o    o    m    ri    S 


s«sS 


Sll 


^    ^   -^ 

„ 

„ 

12  a  a 

CO 

15 II 

«     so 

«>ll 

%t%% 


S!  * 


u 


are  u  3 

c    -f  a  <-, 

4)     0  -D 

>    -f  c  < 


Oi.    o    -»>    r4    fa    gi 
a.   V    iH    01    n 

•  0     tR    o    +>     fa 
Ci>    fa    T]    u     c     9 

+>   a    3         w  jj 

o    w  re    -H  s 

<     +■      OH      MO) 

c    >         s  a 

•  01       H       0)       fa 

^  J  ?  i  ^  :s  S 

■^    n    o    o    rH  re    b> 

0)    3     01    c    re  o    c 

.2  "  ^  ^  5 

«-  .  S  " 

fa       fa 

01  <      01 

>  a  i 

-     ,.  Q  5    o 

6  £ 


£     c 


GENERAL  FUND  REVENUE  COMPARISON 
Page  4 

The  executive  current  law  forecast  of  coal  trust  interest  to  the  general  fund 
is  $3.5  million  less  than  the  LFA  forecast  for  the  1991  biennium.  These  differ- 
ences are  explained  by  higher  coal  tax  estimates  and  interest  projections  in  the 
LFA  forecast.  For  fiscal  1990,  the  LFA  estimate  of  the  coal  tax  deposit  to  the 
permanent  trust  is  $26.7  million,  or  $0.3  million  greater  than  the  executive  esti- 
mate of  $26.4  million.  For  fiscal  1991,  the  LFA  estimate  of  the  coal  tax  deposit  is 
$24.1  million,  or  $1.3  million  higher  than  the  executive  estimate. 

Interest  rate  projections  applied  by  the  executive  and  LFA  on  fiscal  1990  and 
1991  deposits  to  the  trust  fund  are  shown  in  Table  3. 

Table  3 

Comparison  of  LFA  and  Executive  Interest  Rate  Projections 

1991  Biennium 

Fiscal 
1991 


Fiscal 
1990 

Long-term  Interest  Rate 

LFA 
Executive 

11.46% 
8.88 

Difference 

2.58% 

Short-term  Investment  Pool  Rate 

LFA 
Executive 

7.95% 
7.30 

Difference 

J-i5| 

10.43% 
8.75 


7.10% 
6.95 

.0.15% 


The  LFA  interest  rate  projections  are  consistently  higher  than  the  executive 
projections.  The  effect  of  these  higher  interest  rate  projections  is  compounded 
over  time,  so  that  the  difference  between  the  executive  and  LFA  forecasts  of  coal 
trust  interest  to  the  general  fund  grows  from  $1.3  million  in  fiscal  1990  to  $2.2 
miUion  in  fiscal  1991. 

In  making  the  forecast  of  public  institutions  reimbursement,  the  LFA  current 
level  forecast  assumes  continuation  of  the  current  practice  in  budgeting  for 
medicaid.  Specifically,  the  state's  general  fund  match  to  federal  medicaid  pay- 
ments is  included  in  the  Department  of  Social  and  Rehabilitation  Service's  budget 
and  is  received,  with  the  federal  portion,  as  revenue  by  eligible  state  institu- 
tions. Following  this  procedure  results  in  approximately  $17  million  of  total 
reimbursement  annually.  Eighty- seven  percent  of  this  total  is  medicaid.  In  the 
executive  budget,  the  state's  general  fund  match  is  assumed  to  be  supplied  by 
the  individual  institutions  through  documenting  sufficient  general  fund  expendi- 
tures on  caring  for  medicaid  residents.  If  institutions  were  to  follow  this  proce- 
dure, both  general  fund  revenue  and  expenditures  would  be  reduced  by  similar 
amounts,  approximately  $8  million  over  the  1991  biennium. 

The  executive  budget  contains  several  proposed  adjustments  which  increase 
its  revenue  forecast  over  current  law.  Included  in  these  is  the  proposal  to 
appropriate  all  coal  trust  interest   to   the  general  fund  in   the   1991   biennium  with 
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the  exception  of  the  approximately  $100,000  per  year  needed  for  the  loan  loss 
reserve  in  the  Montana  in -state  investment  fund.  The  executive  budget  estimates 
that  this  proposal  will  increase  general  fund  revenue  by  $5,946,000  in  fiscal  1990 
and  $6,229,000  in  fiscal  1991.  Also  included  in  the  executive  budget  is  a 
proposal  to  enhance  collection  efforts  in  the  Department  of  Revenue  which  is 
expected  to  produce  $2.3  million  of  additional  revenue  over  the  1991  biennium, 
while  several  other  smaller  changes  are  anticipated  to  generate  $2.1  million  of 
revenue  above  its  current  law  forecast. 


-42- 


PUBLIC  SCHOOL  FOUNDATION  PROGRAM 

COMPARISON  OF  EXECUTIVE  AND  LFA  FUNDING  PROJECTIONS 

1991  BIENNIUM 

(Millions) 


Beginning  Fund  Balance 

State  Equalization 

Individual  Income  Tax 
Corporation  License  Tax 
Coal  Severance  Tax 
U.S.  Mineral  Royalties 
Common  School  I  &  I 
Education  Trust  Interest 
Education  Trust  Transfers 


Executive 

LFA 

Difference 

$     8.793 

$     -0- 

$  (8.793) 

$158,044 

$156,857 

$  (1.187) 

22.603 

23.526 

0.923 

19.664 

3.865 

(15.799) 

46.180 

37.847 

(8.333) 

67.838 

70.226 

2.388 

1.680 

3.377 

1.697 

9.575 

0.000 

(9.575) 

Total  State  Equalization 


$325,584 


$295,698 


$(29,886) 


County  Equalization 

45  Mill  Levy 

Forest  Funds 

Taylor  Grazing 

Cash  Re -appropriated 

Miscellaneous 

Elementary  Transportation 

High  School  Tuition 

Total  County  Equalization 

District  Share  of  Permissive 

Total  Non- General  Fund 
Maximum  General  Fund  Without  a 


$169,641 

$167,657 

$   (1.984) 

2.930 

2.326 

(0.604) 

0.204 

0.216 

0.012 

5.613 

4.760 

(0.853) 

8.620 

12.889 

4.269 

(7.434) 

(7.400) 

0.034 

(1.676) 

(1.518) 

0.158 

Vote 


$177,898 

$  34.201 

$546,476 
571.778 


$178,930 

$  36.396 

$511,024 
572.650 


$     1.032 

$     2.195 

$(35,452) 
0.872 


General  Ftuid  Required 


$_25^302. 


$_61^626. 


$_36^324_ 


The  above  table  compares  the  executive  budget  to  LFA  current  level 
projections  for  the  public  school  foundation  program.  Both  the  executive  budget 
and  LFA  current  level  apply  a  2  percent  increase  to  the  cost  of  the  foundation 
program  in  each  year  of  the  1991  biennium.  The  executive  budget  differs  from 
current  level  in  four  ways.     The  executive  budget: 

1)  Carries  forward  into  the  1991  biennium  the  unspent  balance  of  the  $34 
million  education  trust  appropriation  to  the  foundation  program  for  the  1989 
biennium.  The  executive  estimates  the  unspent  balance  to  be  $8,793  million. 
The  LFA  projections  assume  that  the  unspent  appropriation  reverts  to  the 
education  trust. 


2)       Increases    the    allocation    of    coal    tax    revenues 
foundation  from  3.80  percent  to  19.95  percent. 


to    the    public    school 
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3)  Adds   $0,7   million   to   public   school  revenues   from   the  individual  income 
tax  due  to  increased  audit  collections. 

4)  Appropriates  the   $9,575  million   balance  of  the   education   trust  fund   to 
the  public  school  equalization  account  in  fiscal  1991. 

In  addition,  LFA  current  level  and  the  executive  budget  differ  by  $8.3 
million  in  projections  of  U.S.  mineral  royalties  in  the  1991  biennium. 

ISSUE  1:     REVERSION  OF  UNSPENT  EDUCATION  TRUST  APPROPRIATION 

In  House  Bill  904,  the  1987  legislature  appropriated  $34  million  from  the 
education  trust  fund  to  the  public  school  foundation  program  for  the  1989 
biennium.  The  LFA  estimates  that  $26.7  million  of  this  appropriation  will  be 
needed  to  meet  foundation  program  costs  and  that  the  remaining  $7.3  million  will 
revert  to  the  education  trust  fund.  The  justification  for  the  reversion  is  Section 
17-7-304,   MCA,   which  says: 

All  moneys  appropriated  for  any  specific  purpose  shall,  after  the  expiration  of  the  time 
for  which  so  appropriated,  revert  to  the  several  funds  and  accounts  from  which  originally 
appropriated.  However,  any  unexpended  balance  in  any  specific  appropriation  may  be  used 
for  the  years  for  which  the  appropriation  was  made. 

The  executive  estimates  that  the  unspent  appropriation  from  the  trust  fund 
will  total  $8,793  million  and  will  remain  in  the  public  school  equalization  account  at 
to  carry  forward  into  the  1991  biennium.  Due  to  these  differences  in  assump- 
tions, the  executive  shows  a  $8,793  million  beginning  fund  balance  in  the  public 
school  equalization  account  where  the  LFA  shows  a  zero  balance.  In  addition, 
LFA  estimates  of  education  trust  fund  earnings  in  the  1991  biennium  are  approxi- 
mately $0.91  million  higher  because  of  the  reversion. 

ISSUE  2:     REALLOCATION  OF  COAL  TAX  REVENUES 

The  executive  budget  reallocates  coal  tax  monies  and  estimates  that  this 
reallocation  will  generate  $15.9  million  for  the  foundation  program.  Current  law 
allocates  3.80  percent  of  coal  tax  revenues  to  the  public  school  equalization  ac- 
count, 7.60  percent  to  the  education  trust,  6.65  percent  to  the  local  impact  ac- 
count, and  1.90  percent  to  the  park  acquisition  trust  for  the  1991  biennium.  By 
allocating  all  of  these  revenues  to  the  public  school  equalization  account,  the 
executive  proposes  to  increase  the  school  allocation  to  19.95  percent  for  the  1991 
biennium. 

Table  A  uses  LFA  revenue  estimates  to  show  the  net  effect  of  reallocating 
the  coal  tax  on  four  accounts:  education  trust,  local  impact  account,  park 
acquisition  trust,  and  public  school  equalization  account.  The  public  school 
equalization  account  gains  $16.42  million  from  the  proposed  coal  tax  reallocation, 
but  loses  $0.78  million  as  a  result  of  capping  the  education  trust  in  the  1991 
biennium.  The  net  gain  to  the  public  school  equalization  accoimt  using  LFA 
estimates  is  $15.64  million. 
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Table  A 

Executive  Proposal  for  Reallocating  Coal  Tax  Revenues 

Based  on  LFA  Revenue  Forecasts 

1991  Biennium 


Executive 

Current 

Proposal 

Law 

Difference 

Coal  Tax  Revenues 

Education  Trust 

$           -0- 

$  7,728,767 

$(7 

,728, 

,767) 

Local  Impact  Account 

-0- 

6,762,671 

(6 

,762 

,671) 

Park  Acquisition  Trust 

-0- 

1,932,192 

(1 

,932 

,192) 

Public  School  Equalization 

20.288.013 

3.864.383 

16 

,423 

,630 

Total 

l?Q-i§§i9ii 

l?Q.2J§,Q13 

1  =  -.: 

2! 

?==== 

Education  Trust  Interest 

Public  School  Equalization 

l=?i§iiiiii 

liii??i99Q 

L=l 

t?§iiii51 

ISSUE  3:     INCREASED  INDIVIDUAL 

,  INCOME  TAX 

COLLECTIONS 

The  executive  budget  proposes  to  add  4.00  FTE  to  the  individual  income  tax 
division  of  the  Department  of  Revenue  to  enhance  collection  efforts.  Individual 
income  tax  revenues  to  the  foxmdation  program  would  increase  by  $0.7  million 
according  to  the  executive  budget.  This  revenue  is  not  included  in  LFA  current 
law  estimates. 


ISSUE  4:     APPROPRIATION  OF  EDUCATION  TRUST  FUND  BALANCE 

The  executive  proposes  to  appropriate  the  fund  balance  of  the  education 
trust  to  the  public  schools  in  fiscal  1991,  thus  eliminating  the  trust  fund.  The 
executive  estimates  the  fund  balance  will  be  $9,575  million  at  the  time  of  the 
transfer.  If  the  transfer  does  not  occur  until  June  30,  1991,  the  transfer  will 
have  little  effect  on  education  trust  fund  earnings  in  the  1991  biennium.  A 
minimal  impact  would  be  felt  as  trust  fund  investments  are  moved  from  long-term 
securities  to  the  short-term  investment  pool  before  the  transfer  occurs.  The  LFA 
current  law  estimates  do  not  include  this  transfer  of  the  trust  fund  balance. 


ISSUE  5:     U.S.   MINERAL  ROYALTY  REVENUES  FOR  THE  1991  BIENNIUM 

The  executive  estimate  of  revenues  from  U.S.  mineral  royalties  in  the  1991 
biennixun  is  $8.3  million  higher  than  the  LFA  estimate.  The  LFA  estimate  removes 
$5.5  million  of  back  payments  on  protested  coal  royalties  from  the  fiscal  1988 
base,  thus  generating  lower  revenue  estimates  for  the  1991  biennium. 

ISSUE  6:  ALTERNATIVE  FUNDING  PROPOSALS 

The  Governor's  Public  School  Finance  Advisory  Council  and  the  Legislative 
Finance  Committee  have  developed  public  school  funding  proposals  which  will  be 
presented  to  the  Fifty-first  Legislature. 
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Governor's  Proposal 

The  proposal  of  the  Governor's  Public  School  Finance  Advisory  Council 
equalizes  school  funding  at  the  current  level  of  expenditures  and  applies  an 
expenditure  cap  in  order  to  maintain  equity  within  the  system.  The  foundation 
program  schedules  are  adjusted  upward  by  116  percent  from  current  law  and 
provide  85  percent  of  the  allowable  expenditures  for  every  district.  Districts  can 
raise  the  remaining  15  percent  through  voted  levies,  cash  reappropriated.  Public 
Law  874  funds,  or  other  local  revenues.  A  five-year  phase  in  allows  districts 
spending  above  the  expenditure  cap  time  to  reduce  expenditures  gradually. 

The  executive  estimates  the  cost  of  the  proposed  foundation  program  in  fiscal 
1987  dollars  is  $522,345  million  with  funding  provided  by  a  140  mill  statewide 
levy,  existing  state  and  county  equalization  revenues,  net  lottery  funds,  and 
district  revenues.  The  140  mill  statewide  levy  replaces  the  existing  45  mill, 
permissive,  retirement,  insurance,  and  transportation  levies.  Tuition  payments 
between  districts  are  eliminated. 

The  Governor's  Public  School  Finance  Advisory  Council  used  fiscal  1987 
revenues  in  developing  its  funding  recommendation.  Table  B  compares  actual 
fiscal  1987  school  revenues  to  the  executive  proposal  for  school  funding  in  fiscal 
1991.  Due  to  declines  in  statewide  taxable  valuation,  coal  tax  revenues,  U.S. 
mineral  royalties,  and  education  trust  interest  earnings,  the  proposed  revenue 
sources  will  generate  $2,159  million  less  in  fiscal  1991  than  the  $522.3  million 
fiscal  1987  cost  of  the  foiindation  program.  Most  notable  is  the  $36  million  decline 
in  revenue  generated  by  a  140  mill  levy.  In  addition,  the  transfer  of  funds  out 
of  the  education  trust  fund  reduces  public  school  revenues  by  $8.1  million  from 
fiscal  1987  to  fiscal  1991.  The  declines  in  these  earmarked  sources  of  school 
funding  are  offset  by  general  fund  appropriations,  trust  fimd  transfers,  and 
reallocation  of  coal  tax  revenues  in  the  executive  proposal. 
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Table  B 

Governor's  Public  School  Finance  Advisory  Council 

Funding  Recommendation 

(Millions) 


Council's 

LFA* 

Estimates 

Estimates 

Fiscal  1987 

Fiscal  1991 

Difference 

State  Revenue 

Individual  Income  Tax 

$  48.669 

$  82.178 

$(33,509) 

Corporation  License  Tax 

7.688 

11.940 

(4.252) 

Coal  Tax 

10.104 

9.616 

0.488 

Interest  and  Income 

35.530 

35.815 

(0.285) 

U.S.  Mineral  Royalties 

23.433 

19.213 

4.220 

Education  Interest 

9.402 

0.771 

8.631 

Education  Trust  Transfer 

0.000 

9.575 

(9.575) 

140  Mill  Levy 

316.507 

280.516 

35.991 

Special  Education  Appropriation 

27.222 

27.862 

(0.640) 

Genera]  Fund  Appropriation 

20.465 

25.306 

(4.841) 

Transportation 

0.000 

6.253 

(6.253) 

Lottery 

0.000 

6.895 

(6.895) 

School  Foods 

0.000 

0.595 

(0.595) 

Total  State  Revenues 

County  Revenue 

Cash  Reappropriated 
Forest  Funds 
Taylor  Grazing 
Miscellaneous 

Total  County  Revenues 

Total  Revenues 


$499,020 


$  23.325 
$522^345 


$516,535 


$     3.651 
$520^86 


$(17,515) 


3.125 

$     2.380 

$     0.745 

1.222 

1.163 

0.059 

0.122 

0.108 

0.014 

18.856 

0.000 

18.856 

$  19.674 
$__2.159. 


*LFA  estimates  incorporate  miscellaneous  revenues  into  the  calculation  of  the  140 
mill  levy  as  these  revenues  are  distributed  in  proportion  to  total  mills  levied. 


Specifically,  the  executive  proposes  to  increase  school  funding  by  1) 
reallocating  $15.8  million  of  coal  tax  revenues,  2)  transferring  $9,575  million  from 
the  education  trust  fund,  3)  increasing  the  statewide  mill  levy  for  schools  by  95 
miUs,  4)  appropriating  general  fund  of  $27,862  million  for  special  education, 
$25,306  million  for  the  regular  foundation  program,  $0,595  million  for  school 
foods,  and  $6,253  million  for  transportation,  and  5)  appropriating  $6,895  million  of 
net  lottery  revenues.  These  proposals  are  incorporated  into  the  the  fiscal  1991 
estimates  shown  in  Table  B.  If  all  of  these  funding  proposals  were  adopted  by 
the  legislature,  an  additional  $2,159  million  general  fund  appropriation  would  be 
required  to  cover  the  $522.3  million  foundation  program  cost  including  special 
education . 
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Enrollment  is  projected  to  fall  by  1.4  percent  from  fiscal  1987  to  fiscal  1991. 
Therefore,  the  use  of  the  $522.3  million  cost  figure  allows  for  a  1.4  percent 
increase  in  per  student  school  costs  over  the  four  year  period  from  fiscal  1987  to 
fiscal  1991.  If  a  2  percent  increase  is  applied  to  the  proposed  schedules  for  each 
year  of  the  1991  biennium,  the  estimated  fiscal  1991  cost  would  be  $535.9  million, 
or  $13.6  million  more  than  the  fiscal  1987  cost.  To  meet  a  foundation  program 
cost  of  $535.9  million,  an  additional  general  fund  appropriation  of  $15.76  million 
rather  than  $2,159  million  would  be  needed  for  fiscal  1991. 

Legislative  Finance  Committee  Proposal 

The  proposal  of  the  Legislative  Finance  Committee  (LFC)  also  uses  a  founda- 
tion program,  eliminates  the  permissive  levy,  and  applies  an  expenditure  cap. 
The  LFC  proposal  adjusts  the  foundation  program  schedules  upward  based  on  the 
cost  of  meeting  the  quantitative  portion  of  the  accreditation  standards  as  proposed 
by  Project  Excellence  plus  retirement.  The  foundation  program  provides  80 
percent  of  the  allowable  expenditures  for  every  district.  Districts  can  raise  the 
remaining  20  percent  through  voted  levies  and  other  district  revenues.  Of  the  20 
percent,  the  first  8  percent  can  be  raised  through  an  equalized  voted  levy  and 
the  next  12  percent  through  vmequalized  voted  levies.  Under  the  equalized  voted 
levy,  the  state  guarantees  that  each  mill  levied  by  a  district  will  generate  $100 
per  student.  To  the  extent  that  a  district's  mill  generates  less  than  $100 
student,  the  state  will  subsidize  the  district,  and  to  the  extent  that  a  district's 
mill  generates  more  than  $100  per  student  the  state  will  recapture  the  difference. 
The  imequalized  levy  is  the  same  as  the  present  voted  levy  which  relies  solely  on 
district  wealth. 

In  comparison  to  the  $535.9  million  cost  of  the  executive  proposal,  the  fiscal 
1991  cost  to  the  state  of  the  LFC  proposal  is  $452.59  million.  Current  law 
revenues  to  the  foundation  program  plus  net  lottery  revenues  are  projected  to 
total  $267.2  million  in  fiscal  1991.  Therefore,  a  state  general  fund  appropriation 
to  schools  of  $185.4  million  would  be  required  in  fiscal  1991.  The  total  general 
fund  requirement  for  the  1991  biennium  would  be  $357.3  million. 
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PUBLIC  SCHOOL  FOUNDATION  PROGRAM 

The  public  school  foundation  program  is  designed  to  meet  the  constitutional 
mandate  (Article  X,  Section  1,  Montana  Constitution)  that  "the  legislature  shall 
provide  a  basic  system  of  free  quality  public  elementary  and  secondary  schools." 
Program  fvmding  is  provided  through  state  and  county  equalization  aid,  district 
levies,  and  general  fund.  The  primary  revenue  source  for  county  equalization 
Slid  is  the  property  tax  levy  of  45  mills  statewide.  School  districts  may,  without 
a  vote,  levy  an  additional  6  mills  for  elementary  schools  and  4  mills  for  high 
schools.  These  revenues  are  referred  to  as  the  district  share  of  the  permissive 
program.  State  equalization  aid  comes  from  six  dedicated  sources.  For  the  1989 
biennium,  $34  million  was  appropriated  from  the  education  trust  fund  to  the  school 
foundation  program.  General  fund  is  appropriated  to  the  extent  that  county  and 
state  equalization  aid  do  not  cover  the  formula -driven  costs  of  the  foundation 
program. 

Enrollment 

Total  budgeted  expenditures  for  the  foundation  and  permissive  program  are 
dependent  upon  enrollment  fluctuations  and  the  legislatively- approved,  cost-per- 
student  schedule.  As  shown  in  Table  1  total  enrollment  is  projected  to  continue 
to  decline  in  each  year  of  the  1991  biennium. 


Table  1 

Public  School  Enrollment  (ANB) 

Fiscal  Years  1984-1991 


Percent 

Fiscal  Year 

Elementary 

Secondary 

Total 

Change 

1984 

104,152 

46,533 

150,705 



1985 

104,795 

46,451 

151,246 

0.36 

1986 

105,078 

46,479 

151,557 

0.21 

1987 

103,899 

46,912 

150,811 

(0.49) 

1988 

103,789 

46,489 

150,278 

(0.35) 

1989 

104,217 

45,120 

149,337 

(0.63) 

1990 

105,415 

43,825 

149,240 

(0.06) 

1991 

105,837 

42,895 

148,732 

(0.34) 

Current  Level  Cost  per  Student 

The  second  determinant  of  the  foundation  program  cost  is  the  schedule 
increase  per  student.  The  total  cost  of  the  foundation  program  is  calculated  by 
multiplying  the  cost  per  student  by  the  average  number  belonging  (ANB)  in  each 
district.  Table  2  summarizes  the  schedule  changes  in  the  public  school  foundation 
program. 
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Table  2 

Percent  Increases  in  Public  School  Funding  Schedules 

Fiscal  Years  1984-1991 


Percent  Increases  In 

Fiscal  Year  Statutory  Schedules 

1984  4 

1985  3 

1986  4 

1987  1 

1988  0 

1989  0 


Current  Level 


1990  2 

1991  2 


The  current  level  is  calculated  by  funding  school  district  budgets  using  the 
same  inflation  factors  and  pay  plan  increases  applied  to  all  state  agencies.  It 
reflects  the  increased  cost  of  providing  the  current  level  of  services  on  a  per 
student  basis.  Salaries,  which  comprise  72.6  percent  of  school  district  general 
fund  expenditures,  and  benefits  (5.4  percent)  were  assumed  to  increase  2.0 
percent  in  fiscal  1990  and  2.2  percent  in  fiscal  1991.  On  this  basis,  a  current 
level  budget  would  require  a  1.93  percent  increase  in  fiscal  1990  and  another  2.0 
percent  increase  in  fiscal  1991.  Historically,  the  legislature  has  rounded  to  a 
whole  percentage  change,  which  in  the  1991  biennium  would  be  2  percent  in  each 
fiscal  year. 

Table  3  shows  the  Legislative  Fiscal  Analyst's  estimates  for  revenue  and 
expenditures  in  the  school  foiindation  program.  The  estimates  are  based  upon 
current  law  and  a  2  percent  increase  in  the  public  school  funding  schedules  in 
each  year  of  the  1991  bienniiun. 
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Table  3 

Estimates  of  Public  School  Funding 

Fiscal  Years  1988-1991 

(MilUons) 

Actual 

Projected 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1988 

1989 

1990 

1991 

Beginning  Fund  Balance 

$       -0- 

$     1.688 

$       -0- 

$       -0- 

State  Equalization 

Individual  Income  Tax 

$  76.495 

$  78.550 

$  74.679 

$  82.178 

Corporation  License  Tax 

10.558 

11.583 

11.586 

11.940 

Coal  Severance  Tax 

14.216 

10.022 

2.033 

1.832 

U.S.  Mineral  Royalties 

26.328 

19.044 

18.634 

19.213 

Common  School  I  &  I 

34.079 

30.313 

MAll 

35.815 

Education  Trust  Interest 

3.430 

0.821 

1.553 

1.824 

Education  Trust  Withdrawal 

9.350 

17,323 

0.000 

0.000 

Total  State  Equalization 

$174,456 

$167,656 

$142,896 

$152,802 

County  Equalization 

45  Mill  Levy 

$  89.163 

$  87.433 

$  84.032 

$  83.625 

Forest  Funds 

1.472 

1.163 

1.163 

1.163 

Taylor  Grazing 

0.103 

0.108 

0.108 

0.108 

Cash  Re -appropriated 

1.756 

3.577 

2.380 

2.380 

Miscellaneous 

4.308 

4.193 

6.347 

6.542 

Elementary  Transportation 

(3.726) 

(4.419) 

(3.700) 

(3.700) 

High  School  Tuition 

(1.209) 

(0.759) 

(0.759) 

(0.759) 

Total  County  Equalization 

District  Share  of  Permissive 

Total  Non- General  Fund 

Maximum  General  Fund  w/o  a  Vote 

General  Fund  Required 


$  91.867         $  91.296         $  89.571       $  89.359 
$  17.203         $  18.880         $  18.217       $  18.179 


$283,526 
281.838 


$279,520 
279.520 


$250,684       $260,340 
284.200         288.450 


$__QiQOO_       $__QiOOO_       $_33^516_     $_28^110. 


State  Equalization 

The  Public  School  Foundation  Program  receives  funding  from  individual 
income,  corporate  license,  and  coal  severance  taxes.  The  basis  for  these  revenue 
estimates  is  discussed  in  the  General  Fund  Revenue  section  of  this  book. 

The  common  school  interest  and  income  account  receives  revenue  from  re- 
source development  on  state  lands.  Rents  paid  on  agricultural,  grazing,  and 
mineral  leases  provide  direct  income  to  the  public  school  foundation  program. 
Royalty  payments  on  mineral  and  timber  development  are  deposited  to  the  common 
school  trust  fund.  Ninety-five  percent  of  the  earnings  on  the  common  school 
trust  are  distributed  to  the  public  schools.  Five  percent  is  reinvested  in  the 
trust  fund. 
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Revenues  on  agricultural  and  grazing  leases  are  projected  to  decline  by  37 
percent  in  fiscal  1989  because  of  the  drought  in  1988  and  a  decrease  in  federal 
Payment-in-Kind  (PIK)  payments  to  the  state.  In  the  1991  biennium,  revenues 
from  agricultural  and  grazing  leases  are  expected  to  rise  to  a  more  normal  level, 
greater  than  fiscal  1989,  but  less  than  fiscal  1988.  Revenues  from  oil  and  gas 
leases  are  projected  to  decline  by  15  percent  in  fiscal  1989  and  then  rise  slightly 
in  the  1991  biennium  based  on  a  4  percent  increase  in  oil  prices  over  the 
biennium.  Coal  royalties  are  projected  to  increase  because  of  a  shift  in  coal  pro- 
duction onto  state  leases.  Revenues  from  timber  sales  are  projected  to  increase 
by  27  percent  from  the  1989  to  the  1991  biennium  based  on  the  Department  of 
State  Land's  projections  of  increased  timber  harvests. 

The  balance  of  the  common  school  trust  fund  is  projected  to  grow  from  $207 
million  at  the  beginning  of  fiscal  1990  to  $237  miUion  by  the  end  of  fiscal  1991. 
The  yield  on  the  trust  will  average  10.4  percent  over  the  biennium  with  new 
long-term  investments  earning  11.1  percent  in  fiscal  1990  and  10.7  percent  in 
fiscal  1991. 

U.S.  mineral  royalty  revenues,  equal  to  one-half  of  the  rents  and  royalties 
paid  on  federal  mineral  leases,  are  allocated  to  the  foundation  program.  These 
revenues  are  directly  related  to  the  value  of  oil,  natural  gas,  and  coal  produc- 
tion. U.S.  mineral  royalties  are  projected  to  be  approximately  $19.0  million  in 
fiscal  years  1989  through  1991.  This  is  a  decrease  of  28  percent  from  fiscal  1988 
royalty  receipts  of  $26.3  million,  which  included  $5.5  million  in  back  payments 
made  by  two  coal  companies  following  a  federal  court  ruling  regarding  disputed 
royalty  rates.  These  one-time  payments  are  not  included  in  the  projections  for 
fiscal  years  1989  through  1991. 

The  foimdation  program  receives  67.5  percent  of  the  interest  earnings  from 
the  education  trust  fimd.  The  trust  fund  does  not  receive  any  coal  tax  monies  in 
the  1989  biennium,  but  is  scheduled  to  receive  7.6  percent  of  coal  tax  funds  in 
fiscal  years  1990  and  1991.  New  monies  will  be  invested  at  higher  interest  rates 
so  the  long-term  yield  on  the  trust  is  projected  to  rise  throughout  the  1991 
biennium.  The  revenue  estimates  shown  in  Table  3  assume  that  the  unspent 
balance  of  the  $34  million  appropriation,  which  the  1987  legislature  made  to 
schools  from  the  education  trust,  will  revert  to  the  education  trust  fund.  The 
existing  balance  in  the  trust  plus  the  reverted  appropriation  are  projected  to  total 
$16.9  million  at  the  end  of  fiscal  1989.  (The  reversion  of  these  funds  is 
addressed  in  Issue  1  at  the  beginning  of  this  section . ) 

Cotmty  Equalization 

The  taxable  value  of  property  statewide  fell  by  2.9  percent  from  tax  year 
1987  to  1988.  Major  reductions  in  taxable  valuation  occurred  within  the  categories 
of  land  and  other  improvements,  centrally  assessed  properties,  agricultural  equip- 
ment, maniifacturing  equipment,  and  railroads.  The  $67.5  million  decrease  in 
these  categories  was  partially  offset  by  a  $27.9  miUion  increase  in  the  value  of 
net  proceeds  paid  on  oil  and  gas  production,  an  increase  which  reflects  higher  oil 
and  gas  prices  in  production  year  1987  than  1986.  Changes  in  these  and  other 
tax  categories,  including  the  shift  of  large  trucks  from  Class  10  to  Class  8, 
resulted  in  a  net  decrease  in  statewide  taxable  valuation  of  $57.8  million  in  tax 
year  1988. 

Collections  from  the  45  mill  statewide  levy  are  projected  to  decline  by  4 
percent  in  fiscal  1990  and  0.5  percent  in  fiscal  1991  reflecting  a  downturn  in  the 
value  of  net  and  gross  proceeds  for  production  years  1988  and  1989. 
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other  county  equalization  funds  come  from  federal  forest  and  grazing  funds, 
which  are  payments  in  lieu  of  taxes,  cash  reappropriated,  and  miscellaneous  reve- 
nues. Miscellaneous  revenues  include  motor  vehicle  property  taxes,  a  portion  of 
the  corporate  license  tax  paid  by  financial  institutions,  and  fees  in  lieu  of  taxes. 

General  Fund  Reqmrements 

The  projected  cost  of  the  public  school  foiuidation  and  permissive  program 
exceeds  the  projected  revenues  available  by  $61.6  million  for  the  1991  biennium. 
Based  on  a  2  percent  increase  in  the  foundation  program  schedules  in  each  year 
of  the  biennium  and  estimated  revenues  available  under  current  law,  a  general 
fund  appropriation  of  $61.6  million  will  be  needed  to  fund  the  public  schools  in 
the  1991  biennium. 

General  Fund  Impact  of  Alternative  Funding  Schedules 

The  previous  discussion  of  general  fund  requirements  for  the  public  school 
foundation  program  assumes  a  2  percent  increase  in  the  funding  schedule  per 
student.  Table  4  presents  the  level  of  general  fund  that  would  be  required  to 
fund  alternative  schedule  increases,  given  non-general  fund  revenues  of  $511.0 
million  for  the  1991  biennivun.  For  example,  a  1  percent  increase  in  the  funding 
schedule  for  each  year  of  the  bienniiim  would  require  general  fund  of  $53.2 
million,  or  $8.4  million  less  than  the  $61.6  million  required  to  fund  a  2-2  schedule 
increase . 


Table  4 

General  Fund  Impact  of  Alternative  Public  School  Funding  Schedules 

1991  Biennium 

(Millions) 


Increase 
Fiscal  1990 

0% 
1% 
2% 
3% 

4% 

-  Fiscal  1991  - 
2  Percent 

$56.0 
58.8 
61.6 
64.5 
67.3 

3  Percent 

$61.5 
64.4 
67.2 
70.1 
72.9 

0  Percent 

$44.9 
47.6 
50.4 
53.2 
55.9 

1  Percent 

$50.4 
53.2 
56.0 
58.8 
61.6 

4  Percent 

$67.1 
70.1 
72.9 
75.7 
78.6 
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INFLATION  IN  AGENCY  BUDGETS 


The  LFA  current  level  budget  does  not  include  funding  to  compensate  for 
inflationary  cost  increases  in  either  operating  expenses  or  benefit  payments.  To 
recognize  inflation  in  these  costs  would  require  additional  funding  of  $45.9 
million.  That  total  includes  $13.2  million  of  general  fund  and  $32.7  milUon  of 
other  funds. 

Inflation 

Inflation  is  an  increase  in  the  general  price  level.  Most  commonly,  the  rate 
of  inflation  is  measured  by  increases  in  the  consumer  price  index  (CPI).  The 
consiuner  price  index  reflects  the  cost  of  purchasing  a  constant  collection  of 
goods  typically  bought  by  consumers  in  any  year  relative  to  what  it  cost  to  buy 
that  same  collection  in  the  base  period,  which  is  currently  1982  through  1984. 
For  example,  in  1987  the  CPI  stood  at  113.6  which  means  that  consumer  prices 
rose  13.6  percent  between  1982-84  and  1987. 

Although  the  CPI  is  the  most  commonly  used  measure  of  inflation,  other  price 
indices  exist  and  are  often  more  appropriate  for  measuring  the  impact  of  price 
increases  on  agency  budgets.  The  consumer  price  index  has  several  components 
such  as  the  CPI  for  medical  care  and  for  food,  each  of  which  measures  price 
changes  for  a  specified  portion  of  goods  and  services  in  the  overall  CPI. 
Another  price  index  is  the  implicit  price  deflator  for  gross  national  product 
(GNP).  The  index  is  more  broadly  based  than  the  CPI,  including  all 
expenditures  which  make  up  the  country's  gross  national  product.  Thus,  it 
reflects  price  changes  not  only  for  consumer  purchases,  as  the  CPI  does,  but 
also  investment  goods  and  government  purchases.  As  was  the  case  with  the  CPI, 
the  GNP  deflator  has  a  number  of  component  price  indices,  such  as  those  for 
producers'  durable  equipment  and  state  and  local  government  purchases. 

Inflation  Factors  for  Operating  Expenses  Used  in  Agency  Budgets 

As  determined  by  the  Office  of  the  Legislative  Fiscal  Analyst,  current  level 
agency  budgets  do  not  generally  include  amounts  required  to  compensate  for  the 
effect  inflation  has  on  the  costs  of  agency  operations.  With  few  exceptions, 
agency  operating  expenses  are  not  inflated  from  the  fiscal  1988  level. 

For  the  sake  of  consistency,  the  LFA  current  level  budget  used  the  inflation 
factors  prepared  by  the  executive  for  use  in  its  budget.  The  executive  forecasts 
inflation  adjustment  factors  for  48  expenditure  codes  covering  operating  expenses. 
These  factors  cover  approximately  10  percent  of  the  more  than  450  expenditure 
codes  used  by  agencies  in  fiscal  1988  to  classify  operating  expenditures.  Table  1 
shows  the  inflation  adjustment  factors  used  in  the  executive  and  LFA  current 
level  budgets.  In  some  cases,  several  individual  items  were  combined  Into  a 
single  listing  so  the  number  of  categories  shown  is  less  than  48.  For  example, 
the  food  category  includes  poultry,  sugar,  and  canned  goods,  each  with  the  same 
inflation  adjustment  factors. 
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INFLATION  FACTORS 
Page  2 


Table  1 

InHation  Factors  Used  in  Executive  and  LFA  Current  Level  Budgets 

Percent  Change 


Operating  Expense 

Computer  Processing/D  of  A 

System  Development/D  of  A 

Info.    System  Support/D  of  A 

Data  Entry  and  WP/D  of  A 

Printing  and  Graphic  Arts  Services 

Photocopy  Pool 

Food  Categories 

Medical  Services  and  Supplies 

Gasoline  and  Diesel  Fuel 

Forms 

Fine  Paper 

Office  Supplies 

Janitorial 

Postage  and  Mailing 

Telephone  Equip.   Charge/D  of  A 

Telephone  Equip.  Maintenance 

Off  Premises  Extension 

Long  Distance  Charge/D  of  A 

Other  Telephone  Charges 

Instate  Motor  Pool 

Electricity* 

Natural  Gas* 

Computer  Paper 

Coarse  Paper 

All  Other 


Forecast  of  Inflation 

from  Fiscal  1988  to: 

Fiscal  1990 

Fiscal  19! 

(18.0) 

(25.0) 

6.0 

9.0 

2.0 

2.0 

8.0 

10.0 

3.5 

7.0 

0.0 

10.0 

7.6 

11.6 

12.4 

18.8 

8.8 

12.6 

(56  9) 

(62.5) 

8.0 

7.5 

(4.3) 

(9.3) 

18.6 

18.1 

3.6 

0.0 

(9.0) 

(9.0) 

9.0 

14.0 

(20.0) 

(15.0) 

(8.0) 

(8.0) 

10.0 

15.0 

11.0 

26.7 

20.1 

27.8 

11.4 

15.4 

8.5 

8.1 

(0.1) 

(0.5) 

0.0 

0.0 

♦Montana  Power  customers  only.     Separate  rates  were  developed  for  MDU 


Among  the  expenditure  categories  not  adjusted  for  inflation  are  shop 
supphes,  tools,  and  minor  equipment;  office  supplies  procured  from  non- state 
sources;  and  repair  and  maintenance  of  office  equipment.  More  than  $1  million 
was  spent  in  each  of  these  categories  during  fiscal  1988.  Because  most  categories 
of  operatmg  expenditures  have  no  inflation  adjustment,  many  operating 
expenditures  in  current  level  budgets  are  held  at  the  fiscal  1988  levels. 

Funding  agency  budgets  with  no  inflation  adjustments  implies  reductions  in 
the  quantities  of  goods  and  services  which  the  agencies  can  utilize  compared  with 
quantities  available  in  fiscal  1988.  The  reduction  occurs  because  frozen  funding 
levels  will  buy  fewer  goods  and  services  at  the  nigher  price  levels  expected  in 
the  future  The  extent  of  the  reduction  will  depend  on  the  actual  inflation  which 
occurs  and  the  economies  agencies  are  able  to  realize  in  their  operations.  Recall 
that  the  1987  legislature  did  not,  in  general,   fund  inflation  adjustments  in  agency 
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budgets.  As  a  consequence,  the  fiscal  1988  budget  base  used  in  budgeting  for 
the  1991  biennium  was  frozen  at  the  level  of  fiscal  1986  expenditures  (the  budget 
base  used  by  the  1987  legislature).  If  the  1989  legislature  does  not  adjust  1991 
biennium  appropriations  for  inflationary  cost  increases,  the  fiscal  1991  budget  will 
remain  frozen  at  fiscal  1986  cost  levels. 

Table  2  shows  the  inflation  adjustment  factors  which  should  be  used  in  place 
of  those  in  Table  1  to  compensate  for  the  impact  of  anticipated  price  changes  on 
agency  operating  expenses. 


Table  2 

Inflation  Adjustment  Factors  Based  on  Anticipated  Price  Changes 

Percent  Change 

-  -  -  -  Forecast  of  Inflation 
from  Fiscal  1988  to: 


Operating  Expense 

Services  Analyzed  in  Department  of 

Administration  Budget 

Computer  Processing/D  of  A 
System  Development/D  of  A 
Info.   System  Support/D  of  A 
Data  Entry  and  WP/D  of  A 
Printing  and  Graphic  Arts  Services 
Photocopy  Pool 
Postage  and  Mailing 
Telephone  Equip.    Charge/D  of  A 
Telephone  Equip.   Maintenance 
Off  Premises  Extension 
Long  Distance  Charge/D  of  A 
Other  Telephone  Charges 

Other  Operating  Expenses 

Medical  Services  and  Supplies 

Food  Categories 

Gasoline  and  Diesel  Fuel 

Meals  and  Lodging 

Electricity* 

Natural  Gas* 

All  Other 


Fiscal  1990 

Fiscal  1991 

(18.0) 

(25.0) 

6.0 

9.0 

2.0 

2.0 

8.0 

10.0 

3.5 

7.0 

0.0 

10.0 

3.6 

0.0 

(9.0) 

(9.0) 

9.0 

14.0 

(20.0) 

(15.0) 

(8.0) 

(8.0) 

10.0 

15.0 

13.5 

20.9 

9.8 

14.0 

(1.0) 

1.4 

0.0 

0.0 

16.5 

24.3 

11.8 

16.3 

8.6 

13.2 

♦Montana  Power  customers  only.      Separate  rates  were  developed  for  MDU. 


As  Table  2  indicates,  rate  adjustments  for  selected  state-provided  services 
financed  through  proprietary  funds  are  covered  in  the  analysis  of  the  Department 
of  Administration. 
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Several  methods  were  employed  to  develop  the  inflation  factors  shown  in 
Table  2.  In  some  cases,  such  as  gasoline  and  diesel  fuel,  we  used  the  rate  of 
price  change  forecast  by  Wharton  Econometrics.  For  electricity  and  natural  gas, 
Montana- specific  forecasts  were  developed  from  information  supplied  by  the  utility 
companies  and  the  Public  Service  Commission. 

The  major  difference  between  the  inflation  factors  used  in  our  budget 
analysis  (those  shown  in  Table  1)  and  those  in  Table  2  is  in  the  other  operating 
expense  category.  Here  the  budget  analysis  allows  for  no  general  price  increases 
during  the  forecast  period  over  the  fiscal  1988  base.  In  contrast,  annual 
inflation  in  those  categories  not  treated  separately  is  expected  to  average  4.2 
percent  according  to  Wharton's  forecasts.  If  inflation  does  occur  in  the  forecast 
period,  using  the  inflation  factors  for  other  operating  expenses  incorporated  in 
the  budget  analysis  will  underfund  agencies  relative  to  the  current  costs  of 
maintaining  base  level  services. 

To  fund  agency  operating  expenditures  using  the  inflation  factors  in  Table  2 
in  place  of  those  in  our  budget  analysis  would  add  $23.0  n-illion  to  budgeted 
expenditures.  Of  that  total,  $6.8  million  is  general  fund  and  $16.2  million  other 
funding  sources.  These  totals  exclude  cost  incr'^ases  in  the  formula -driven 
component  of  university  system  funding  since  the  formula  ties  funding  to  faculty 
salaries,  not  inflation  in  operating  expenses. 

Inflation  Adjustments  in  SRS  Benefits 

In  the  LFA  current  level  budget  for  the  Department  of  Social  and 
Rehabilitation  Services,  benefit  payment  rates  to  providers  were  not  increased  to 
reflect  fully  the  impact  of  inflation.  To  compensate  for  anticipated  inflation,  SRS 
benefits  would  have  to  be  increased  a  total  of  $22.9  million.  Of  that  total,  $6.4 
million  is  general  fund  and  $16.5  million  is  federal.  Table  3  shows  total  costs  by 
benefit  type  and  funding  source. 

Table  3 

Benefit  Cost  Increases  to  Compensate  for  Inflation 

1991  Bienniiun 

(Millions) 

Benefit 

Medicaid  -  Nursing  Homes 

Medicaid  -  Primary  Care 

Developmental  Disabilities 

Other  Benefits  

Total  $6.42  $16.52  $22.94 


General  Fund 

Federal  Fund 

Total  Fund 

$1.73 

$  4.40 

$  6.13 

3.76 

9.54 

13.30 

0.86 

1.91 

2.77 

0.07 

0.67 

0.74 
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EXECUTIVE  PAY  PLAN  PROPOSAL 

In  accordance  with  Section  17-7-111(3),  MCA,  the  budget  director  has 
submitted  a  pay  plan  proposal  for  executive  branch  employees  for  the  1991 
biennivim.     As  described  by  the  executive,  that  proposal: 

generally  calls  for  a  one  and  one-half  percent  increase  in  salary  each  year  of  the 
biennium  plus  an  increase  in  the  state  insurance  contribution  from  the  present  $1380  per 
year  to  $1500  per  year  in  FY90  and  $1680  in  FY91 . 

Except  for  movement  from  step  1  to  step  2  on  the  statewide  matrix  after 
completion  of  probationary  periods,  employees  would  remain  at  the  steps  they 
occupy  on  June  30,  1989  throughout  the  1991  biennium.  Table  1  shows  the 
changes  in  salary  and  in  salary  plus  insurance  contribution  which  would  occur  for 
two  typical  employees  under  the  executive  proposal. 

Table  1 

Executive  Pay  Plan  Increases  on  Statewide  Matrix 

Fiscal  Years  1990  and  1991 

Fiscal  Fiscal  Fiscal 

1989  1990  1991 
Grade  9,   Step  5 

Salary                                                    $15,516  $15,755  $16,001 

DoUar  Increase                                         --  239  246 

Percent  Increase                                     --  1.54%  1.56% 

Salary  and  Insurance  $16,896  $17,255  $17,681 

Dollar  Increase  --  359  426 

Percent  Increase  --  2.12%  2.47% 

Grade  12,   Step  7 

Salary  $20,143  $20,456  $20,778 

Dollar  Increase                                        --  313  322 

Percent  Increase                                     --  1.55%  1.57% 

Salary  and  Insurance  $21,523  $21,956  $22,458 

Dollar  Increase  --  433  502 

Percent  Increase  --  2.01%  2.29% 


For  the  two  employees  illustrated  in  Table  1,  the  salary  increases  alone  are 
slightly  above  1.5  percent,  while  the  increases  in  salary  plus  the  state's 
insurance  contribution  range  from  2  to  2.5  percent.  Examples  of  positions  which 
are  classified  as  grade  9  include  accounting  technician  I,  correctional  officer  I, 
rehabilitation  aide  II,  and  word  processing  technician.  Both  a  social  worker  II 
and  a  water  rights  specialist  are  classified  as  grade  12  on  the  statewide  matrix. 

The  executive  budget  contains  no  funding  for  the  pay  increases  proposed 
and,  instead,  recommends  that  "the  increases  be  funded  from  within  each 
agency's  current  level  appropriation."  Based  on  this  office's  current  level 
analysis,   the  pay  increases  proposed  by  the  executive  would  cost  $21.4  million  in 
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the  1991  biennium.  Of  that  total,  $13.0  million  is  general  fund,  while  the 
remaining  $8.4  million  is  other  funds.  Pay  increases  of  4.5  percent  annually 
which  would  more  closely  match  the  forecasted  increases  in  the  consiuner  price 
index,  coupled  with  the  same  increases  in  the  state's  insurance  contribution 
proposed  by  the  executive,  would  cost  $52.5  million  for  the  1991  biennium. 
Approximately  $32.0  million  of  that  total  is  general  fund  and  $20.5  million  other 
funds . 

Vacancy  savings  is  the  reduction  in  personal  services  costs  which 
accompanies  unfilled  positions.  The  savings  occur  because  salaries  and  benefits 
are  not  paid  when  a  position  is  not  filled  and  because  new  hires  typically  begin 
work  at  a  lower  salary  than  the  previous  occupant  of  the  position.  Statewide, 
vacancy  savings  reduce  personal  services  costs  $22.6  million  in  the  LFA  current 
level  budget  for  the  1991  biennium.  The  LFA  weighted  average  vacancy  savings 
rate  is  3.0  percent.  Excluding  the  university  system  units  and  the  vocational- 
technical  education  centers,  the  LFA  vacancy  savings  rate  is  4.0  percent.  In 
contrast,  the  executive  generally  employed  a  2.0  percent  vacancy  savings  rate 
when  the  same  agencies  are  excluded. 
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STATE  HEALTH  INSURANCE 

The  State  of  Montana  provides  health  insurance  benefits  for  all  active  state 
employees  working  0.50  FTE  or  more  and  for  retired  state  employees.  Two  health 
insurance  programs  exist:  one  for  university  employees  (university  program)  and 
one  for  all  other  state  employees  (state  employee  program).  The  state's  contribu- 
tion per  employee  for  each  program  is  the  same:     $1,380  per  employee  per  year. 

The  university  health  program  is  partly  self  insured,  partly  underwritten  by 
Mutual  of  Omaha.  The  claims  processing  is  handled  by  Mutual  of  Omaha.  There 
are  approximately  4,925  participants  in  the  university  program. 

The  state  employee  program  is  primarily  self  insured,  except  for  organ 
transplant  benefits.  The  claims  processing  is  handled  by  Blue  Cross  of  Montana. 
There  are  approximately  11,900  participants  in  the  state  employee  program. 

Decreasing  Revenues 

The  health  insurance  programs  receive  revenue  from  three  main  sources:  1) 
the  state's  contribution  as  employer;  2)  the  employees'  contribution,  either  as 
excess  premium  necessary  from  active  employees  when  the  cost  of  insurance 
exceeds  the  state's  contribution  or  as  premium  payment  from  retirees  or  other 
eligible  participants;  and  3)  interest  earned  on  the  reserve's  fund  balance.  The 
interest  reserve  is  projected  to  decrease  to  $0  in  fiscal  1991  for  both  insurance 
programs,  causing  total  revenue  to  decrease. 

The  university  program's  total  revenue  increased  5  percent  from  fiscal  1986 
to  fiscal  1988.  The  Commissioner  of  Higher  Education  (CHE)  projects  total 
revenue  will  decrease  8.6  percent  between  fiscal  1988  and  fiscal  1991,  which  is 
attributable  to  a  complete  loss  of  interest  earnings  by  fiscal  1991  and  a  5  percent, 
or  $362,000  decline  in  premium  income  due  to  assuming  fewer  active  employees  in 
the  1991  biennium. 

The  state  employee  program's  total  revenue  increased  16.9  percent  from  plan 
year  1986  to  plan  year  1988.  (Plan  year  is  September  1  through  August  31.) 
The  Department  of  Administration  projects  total  revenue  will  decrease  5.5  percent 
between  fiscal  1988  and  fiscal  1991  which  is  attributable  to  a  complete  loss  of 
interest  earnings  ($1.5  million  earned  in  plan  year  1986)  offset  by  a  $325,180 
increase  in  employee  premivims. 

Increasing  Costs 

The  costs  incurred  by  both  health  insurance  programs  include  benefits  paid 
for  self -funded  medical  or  dental  costs,  premiums  for  insurance  coverage  that  is 
not  self -insured,  and  claims  processing. 

Total  costs  in  both  programs  have  exceeded  revenue  growth  between  fiscal 
1986  and  1988  due  to  increased  claims  costs.  The  university  program  has  exper- 
ienced 34  percent  growth  in  total  costs  between  fiscal  1986  and  1988.  This 
increase  was  due  to  a  $1.8  million,  or  39  percent,  increase  in  claims  and  a 
$225,000,  or  15  percent,  increase  in  all  other  costs.  The  CHE  projects  an 
average  15  percent  growth  in  cleiims  between  fiscal  1989  and  fiscal  1991. 
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The  state  employee  program  experienced  a  48  percent  increase  in  total  costs 
from  plan  year  1986  to  plan  year  1988  which  was  attributable  to  an  approximate 
$6.4  million,  or  49  percent,  increase  in  claims  cost  and  a  $596,000,  or  37  percent, 
increase  in  all  other  costs.  The  Department  of  Administration  projects  an  average 
annual  15  percent  increase  in  self-funded  claims  (per  capita)  between  plan  year 
1988  and  plan  year  1991.  The  dollar  increase  is  slightly  higher  than  an  annual  15 
percent  increase  due  to  an  expected  increase  in  retirees. 

Reserve  Requirements 

As  claims  increase,  the  reserve  requirements  to  remain  actuarially  sound  also 
increase.  The  reserve  requirement  for  the  university  program  is  projected  by 
the  CHE  to  increase  43  percent  between  fiscal  1988  and  1991  (compared  to  a  50 
percent  increase  in  claims).  The  state  program's  reserve  requirement  is  projected 
by  the  Department  of  Administration  to  increase  55  percent  between  plan  year 
1988  and  1991  (compared  to  a  56  percent  increase  in  claims). 

Table  1  shows  the  revenue,  expenditures,  operating  excess  or  deficit, 
reserve  requirement,  fund  balance,  and  reserve  excess  or  deficit  for  the 
university  and  state  employee  programs  from  fiscal  vears  1986  through  1991.  As 
shown  on  the  table,  the  projected  expenditures  for  both  programs  exceed 
projected  revenues  from  fiscal  1988  to  1991. 
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Table  1 

Estimated  Fund  Balance,  Revenues,  and  Expenditures 

Health  Insurance  Programs 

Fiscal  1986  to  1991 


IMIVEISnY  PBOeitMli 

Revenues                                    $   7,395,007  $   7,721 ,82't  $   7,770,517  $   7, '♦00, 000  $   7,250,000  $      7,100,000 

Expenditures                               5,999,7t9  7,286,599  8,022,^71  8,990,000  10,295,000  11,750,000 

Oper.    Excess    (Deficit)   $   1,395,258  $        '♦35,225  $      (251,95'*)  $(1,590,000)  $(  3,0'J5,000 )  $   ('♦,650,000) 

Beginning  Fund  Bal.     S  1,507,727  $  '♦,563,992  $  '♦,799,217  $  '♦,5<i7,263  $  2,957,263  5(87,737) 

Adjustments            1, '♦61, 007  -0-  -0-  -0-  -0-  -0- 

Op.  Excess  (Deficit)    1,395,258  '♦35,225  (251,95'»)  (1,590,000)  (3,0'>5,000)  (4,650,000) 

Ending  Fund  Balance    $  '♦,363,992  $  '♦,799,217  $  '♦,5'i7,263  $  2,957,263  $    (87,737)  $  ('♦,737,737) 

Reserve  Requirements     2,157,313  2,19'i,395  2,411,698  2, 81 9, 240  3,280,000  3, '♦'♦0,000 

Fund  Bal.  Excess 

(Deficit)                             $   2,206,679  $   2,604,822  «_2il35,565_  f___138,023_  ?Lli?lZiZlZ2  tJAlllZlZlll 

STATE  EMPUnEE  PRDGRAHi 

Revenues                                    $17,600,000  $20,278,000  $20,579,000  $20,429,000  20,019,000  $   19,438,000 

Expenditures                           14,668,000  18.587,000  21.654,000  24.838.000  28,552.000  52.866,000 

Oper.    Excess   (Deficit)   $   2.932,000  $   1,691.000  $(1,075,000)  $(4,409,000)  $(8,533,000)  $(13,428,000) 

Beg.  Fund  Balance      $13,774,000  $16,706,000  $18,397,000  $17,322,000  $12,913,000  $  4,380,000 

Op.  Excess  (Deficit)    2,932,000  1,691.000  (1,075,000)  (4.409.000)  (8.533.000)  (13.428.000) 

Ending  Fund  Balance    $16,706,000  $18,397,000  $17,322,000  $12,913,000  $4,380,000  $(9,048,000) 

Reserve  Requirements     5,974,000  7.061,000  8.212.000  9,485,000  10.973,000  12.702.000 

Fund  Bal.  Excess 

(Deficit)                             $10,752,000  fili??^'???  ?-?ill°I???_  ?_li^?§l9?9.  ?L*i§?5i???i  ?L?llZ§?£?99i 

TOTAL  RESERVE   EXCESS 

OR   (DFncTTl                      $12,958,679  $15,940,822  $11,245,565  $   5.566.025  $(9,960,737)  f L??'??ZiZlZi 


Legislative  Options 

Facing  declining  revenues,  increasing  costs,  and  dwindling  reserves,  the 
state  must  address  the  deficits  faced  by  the  health  insurance  programs.  The 
choices  are  to  reduce  costs,  increase  revenues,  or  both. 

Cost  Reductions 

The  majority  of  the  total  costs  in  both  programs  is  benefits  and  claims.  A 
reduction    in    benefits    available    under    the    programs    would    have    the    effect    of 
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reducing  costs.      Administrators   of  the  university  and  state  programs   should  be 
prepared  to  discuss  alternatives  available  to  the  legislature  in  these  areas. 

Revenue  Enhancements 

Revenue  enhancements  would  be  possible  by  either  increasing  the  employer's 
or  employee's  contribution,  or  both.  Before  determining  where  to  obtain 
additional  revenue,  the  amount  needed  should  first  be  determined.  The  state  has 
the  option  of  maintaining  an  actuarially  sound  program,  which  means  fully  funding 
its  reserve  requirement,  or  operating  its  program  without  the  reserves  which  is 
not  actuarially  sound.  The  first  option,  operating  the  programs  with  sufficient 
reserves,  is  the  current  method  of  operation  for  both  programs.  The  following 
analysis  describing  revenue  options  assumes  the  legislature  will  continue  funding 
the  reserve  requirement.  At  the  end  of  the  analysis,  a  paragraph  will  briefly 
describe  the  funding  requirements  if  the  reserve  is  not  maintained. 

As  Table  1  shows,  the  university  program  is  anticipating  a  $3,045,000 
operating  deficit  in  fiscal  1990  and  a  $4,650,000  operating  deficit  in  fiscal  1991. 
If  the  operating  deficit  is  fully  funded,  the  university  program  will  face  a  reserve 
deficit  of  $322,737  in  fiscal  1990  and  $482,737  in  fiscal  1991  for  a  total  operating 
and  reserve  deficit  of  $3,367,737  in  fiscal  1990  and  $5,132,737  in  fiscal  1991.  The 
state  program  is  projecting  an  operating  deficit  for  plan  years  1990  and  1991  of 
$8,533,000  and  $13,428,000,  respectively.  The  state  program  will  not  have  a 
reserve  deficit  in  the  1991  biennium  if  the  operating  deficit  is  fuUy  funded; 
however,  if  the  trend  continues  as  projected,  the  state  program  can  expect  a 
reserve  deficit  beginning  in  1992. 

Employer  Funded 

If  the  total  deficit  anticipated  by  each  program  was  to  be  made  up  by  in- 
creased funding  from  the  employer,  it  would  result  in  increasing  the  monthly 
contribution  from  $115  per  active  employee  in  fiscal  1988  to  $189  and  $228  in  fiscal 
1990  and  1991,  respectively,  for  the  university  program.  Comparable  numbers  for 
the  state  program  would  be  $186  and  $227.     These  calculations  are  shown  in  Table 
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Table  2 

Increase  in  Employer  Monthly  Premium  Contribution 

Necessary  to  Fund  Total  Deficit 

State  of  Montana  Health  Programs 

1991  Biennium 


-  University  Program  -  -  -  State  Program  -  - 

1990  1991  1990  1991 

Annual  Operating  Deficit          $3,045,000  $4,650,000  $8,533,000  $13,428,000 

Estimated  Reserve  Deficit              322.737  482.737  -0-  -0- 

Total  Deficit                         U±MdE  thMdU  l§-533xQQQ  Ili-ii^iQQQ 

Number  of  Active  Employees          3,781  3,781  10,000  10,000 

Current  Monthly  Premium                $115  $115  $115  $115 

Monthly  Premium  Increase                    74  113  71  112 

Total  Employer  Premium              $189  $228  $186  $227 


Employer- Employee  Shared  Funding 

In  fiscal  1988,  the  proportionate  share  of  total  premium  income  for  the  State 
of  Montana  was  73.6  percent  for  the  university  program  and  72.1  percent  for  the 
state  program.  Although  the  state  contributed  $1,380  per  employee  in  fiscal  1988, 
the  proportionate  share  differences  are  attributable  to  compositional  differences  in 
plan  participants. 

If  the  total  deficit  anticipated  by  each  program  was  shared  proportionately 
by  employer  and  employee  premium  increases,  the  employer  monthly  premiums 
would  increase  from  $115  for  both  programs  to  $170  and  $198  for  the  university 
program  and  $166  and  $196  for  the  state  program.  Total  employee  premium 
revenue  would  increase  48  percent  in  1990  and  73  percent  in  1991  from  fiscal  1988 
levels  for  the  university  program  and  45  and  71  percent  for  the  state  program. 

Reserve  Depletion 

As  noted  earlier,  the  legislature  has  the  option  of  operating  its  health 
insurance  programs  without  reserves.  This  practice  would  leave  the  state  open  to 
considerable  risk  of  being  unable  to  meet  its  obligations. 

The  projected  fiscal  1989  ending  fund  balance  is  $2,957,263  for  the 
university  program  and  $12,913,000  for  the  state  program  (see  Table  1).  If  the 
legislature  were  to  fund  the  annual  operating  deficit  with  one-half  of  the  fund 
balance  each  year  and  with  employer  premium  increases,  the  estimated  monthly 
employer  premium  for  the  university  program  would  go  from  $115  in  fiscal  1988  to 
$150  in  fiscal  1990  and  $185  in  fiscal  1991.  This  would  leave  no  reserve  fund  to 
meet  expenses  exceeding  revenues  at  the  end  of  fiscal  1991.  The  comparable 
scenario  for  the  state  health  program  would  result  in  the  employer  premium 
increasing  from  $115  in  fiscal  1988  to  $132  in  fiscal  1990  and  $173  in  fiscal  1991. 
This  option  would  also  leave  no  reserve  fund  at  the  end  of  fiscal  1991. 
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Option  Summary 

The  state  option  for  the  health  insurance  plan  is  to  reduce  costs  or  increase 
revenues.  Table  3  summarizes  the  employer's  monthly  premium  contribution 
increases  for  the  three  revenue  options  presented. 


Table  3 

Employer  Monthly  Premium  Increase  Under  Certain  Scenarios 

Montana  Health  Insurance  Plans  -  1991  Biennium 

-  University  Program  - 
1990                   1991 

-   State 
1990 

Program  - 
1991 

Current  Monthly  Premium                          $115 

$115 

$115 

$115 

1.  Operating  and  Reserve 
Deficit  Fully  Funded  By 
Employer                                                   $189 
Monthly  Increase                               $  74 

$228 
$113 

$186 
$  71 

$227 
$112 

2.   Operating  and  Reserve 
Deficit  Fully  Funded  By 
Proportionate  Share                             $170 
Monthly  Increase                              $  55 

$198 
$  83 

$166 
$  51 

$196 
$  81 

3.  No  Reserve  Maintained                         $150 
Monthly  Increase                              $  35 

$185 
$  70 

$132 
$  17 

$173 

$  58 
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GENERAL  FUND  SUPPLEMENTAL  REQUESTS  IN  THE  EXECUTIVE  BUDGET 

The  Governor's  Executive  Budget  recommends  the  funding  of  $15.8  million  in 
general  fund  supplemental  appropriations  for  fiscal  1989.  Of  the  total  supple- 
mental recommended,  $11.5  million,  or  73  percent,  is  for  fire  fighting  costs 
incurred  by  the  Department  of  State  Lands.  The  executive  recommendation  is 
detailed  in  the  following  table. 

Table  1 

General  Fund  Supplemental  Appropriations 

Recommended  in  the  Executive  Budget 


Agency/Purpose 

Amount 

State  Lands 

Fire  Fighting  Costs 

$11,465,224 

Social  and  Rehabilitation  Services 

Assistance  Payments 

1,157,280 

Medical  Assistance 

1,359,105 

University  System 

Board  of  Regents  Travel 

12,000 

Out-of-state  Tuition 

583,762 

Millage  Account 

544,325 

State  Auditor 

Equipment  Purchase 

19,115 

Montana  State  Library 

Grounds  Maintenance  Fees 

7,100 

Agriculture 

Environmental  Impact  Statement 

37,281 

Institutions 

Workers'  Compensation 

200,000 

Justice 

County  Attorney  Payroll 

25,000 

Law  Enforcement  Academy 

118,000 

Supreme  Court 

Operations  Program 

11,025 

Livestock 

Diagnostic  Laboratory 

28,449 

Elected  Officials 

Severance  Pay  for  Personal  Staff 

232.260 

Total 

Uhm±m 

The  severance  pay  supplemental  request  for  personal  staff  was  calculated 
based  on  the  hours  of  leave  each  staffer  had  earned  through  early  November  plus 
the  hours  each  could  earn  prior  to  January  2.  Since  some  of  these  employees  will 
use  annual  or  sick  leave  in  the  last  two  months  of  1988  and  some  will  be  retained 
by  incoming  officials,  the  $232,260  shown  for  severance  pay  represents  the  upper 
limit  on  what  will  actually  be  owed. 
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COMPARISON  OF  FULL 

-TIME  EQUIVALENT 

(FTE) 

POSITIONS  BY  AGENCY 

. 

Fiscal    1990   - 



Fiscal   1991 

Ayency 

Executive 

LFA 

Diff . 

Executive 

LFA 

Diff. 

Administration 

392.59 

386.09 

6.50 

397.59 

390.09 

7.50 

Agriculture 

81.86 

77.03 

4.83 

83.36 

77.05 

6.55 

Arts  Council 

7.97 

6.84 

1.13 

7.97 

6.84 

1.15 

Auditor,  State 

57.50 

61.50 

(4.00) 

57.50 

61.50 

(4.00) 

Commerce 

298.07 

286.60 

11.47 

298.57 

286.60 

11.97 

Crime  Control,   Board  of 

17.00 

17.00 

0.00 

17.00 

17.00 

0.00 

Deaf   and  Blind  School 

86.82 

84.63 

2.19 

86.82 

84.63 

2.19 

Family  Services 

563.62 

557.51 

6.11 

562.49 

557.51 

4.98 

Fire  Services  Training 

5.00 

5.00 

0.00 

5.00 

5.00 

0.00 

Fish,   Wildlife,   and  Parks 

525.22 

496.16 

29.06 

526.47 

496.16 

50.31 

Governor's  Office 

58.40 

57.20 

1.20 

54.90 

53.70 

1.20 

Health  and  Environ.    Sciences 

291.35 

241.85 

49.50 

292.35 

241.85 

50.50 

Highways 

1 

,93'*.  43 

1 

,931.14 

3.29 

1,934.43 

1,931.14 

3.29 

Highway  Traffic  Safety 

8.50 

8.50 

0.00 

8.50 

8.50 

0.00 

Historical  Society 

47.78 

48.88 

(1.10) 

47.28 

48.88 

(1.60) 

Institutions 

2 

,053.74 

2 

,008.20 

45.54 

2,048.20 

2,008.20 

40.00 

Justice 

558.85 

554.15 

4.70 

560.85 

554.15 

6.70 

Labor  and  Industry 

833.05 

818.65 

14.40 

832.30 

818.65 

13.65 

Lands 

527.00 

304.38 

22.62 

335.13 

304.58 

28.75 

Legislative   Agencies 

133.45 

131.95 

1.50 

143.45 

142.45 

1.00 

Library  Commission 

25.71 

24.71 

1.00 

25.50 

24.71 

0.79 

Livestock 

115.71 

112.71 

3.00 

117.71 

112.71 

5.00 

Military  Affairs 

99.50 

96.50 

3.00 

99.50 

96.50 

5.00 

Nat.    Resources  and  Conser. 

248.20 

234.20 

14.00 

248.20 

254.20 

14.00 

Political   Practices  Comm . 

3.00 

3.00 

0.00 

3.00 

5.00 

0.00 

Public  Education,   Brd.    of 

2.00 

2.00 

0.00 

2.00 

2.00 

0.00 

Public  Service   Regulation 

46.00 

46.00 

0.00 

46.00 

46.00 

0.00 

Revenue 

737.67 

735.00 

2.67 

695.37 

755 . 00 

(59.63) 

Secretary   of  State 

27.50 

26.50 

1.00 

27.50 

26.50 

1.00 

Social  and  Rehabilitation   Svcs. 

797.49 

748.57 

48.92 

797.49 

748.57 

48.92 

Supt.   of  Public   Instruction 

118.40 

121.90 

(3.50) 

118.40 

121.90 

(5.50) 

Supreme  Court 

90.50 

90.50 

0.00 

90.50 

90.50 

0.00 

University  System* 

2 

,947.68 

3 

,203.99 

(256.31) 

2,947.68 

5,205.99 

(256.51) 

Vo-Ed  Advisory  Council 

2.50 

2.00 

0.50 

2.50 

2.00 

0.50 

Vo-Tech  Centers 



233.01 



237.71 

(4.70) 

233.01 

257.71 

(4.70) 

Subtotal* 

13 

,777.07 

13 

,768.55 

8.52 

13,752.52 

15,779.55 

(27.05) 

Boilerplate  FTE 

Liquor  Division 
Statutory  Appropriations  FTE 

Agriculture 

Commerce 

Historical  Society 

Library  Commission 

Public  Education 


7.64 

7.64 

0.00 

7.64 

7.64 

0.00 

50.55 

0.00 

50.55 

50.55 

0.00 

50.55 

1.50 

0.00 

1.50 

1.50 

0.00 

1.50 

2.50 

0.00 

2.50 

2.50 

0.00 

2.50 

2.00 

0.00 

2.00 

2.00 

0.00 

2.00 

Subtotal 

Grand  Total  FTE» 


13^266.04   13aZZ6.19 


13^941.49   13*Z8Z.19 


»The  executive  budget  FTE  numbers  do  not  include  approixmately  250  FTE  for  instructional  support. 


-67- 


«  i  ^ 

•I      3      C 


0)     < 


o    u    ^ 


3     bi^ 


s 

s 

evj 

?: 

s 

?; 

S 

K 

i^ 

O- 

a 

s 

M 

o 

1^ 

CM 

»• 

in 

N 

Kl 

CJ 

to 

^ 

n 

o> 

CO 

s 

" 

CM 

eg 

* 

M 

U1 

'^ 

f~- 

il> 

i   S 

^ 

s 

a 

a 

S      5 

o 

M 

s 

s 

?i 

•o 

•* 

-o 

10 

S   « 

f^ 

s 

CM 

i 

„ 

ro 

1 

Q 

f^ 

S 

^ 

a 

Os             <h 

1 

s 

s 

s 

s 

«> 

CM 

-J- 

M 

<* 

" 

NO 

8  5  I 

u.    < 


to 

„ 

rt 

ro 

I 

« 

N.       c^ 

S 

s 

s 

it 

!: 

g! 

s 

S 

g 

S       1 

s 

s 

^ 

s 

8 

S 

^ 

•* 

o 

S 

g 

K 

V^ 

•* 

10 

•-" 

DO         •-• 

vO 

„ 

s 

» 

N 

to 

to 

CM 

CM 

Q 

o 

„ 

CM 

s 

CO 

O 

c^ 

o- 

1 

CO 

N 

o 

CM 

CJ 

CO 

o 

VO 

lO          O 

? 

s 

o 

o- 

M 

fO 

^ 

1^ 

r^ 

4- 

Q 

10 

Q 

s  s 

B 

« 

s 

o 

5m 

l^v 

^ 

s 

t 

SO 

«          (M 
l/V 

N 

•* 

to 

* 

" 

2 

u    re 


ii     ii     JS 


U         10         (A 


t;    s 


i  S  < 


i  I  ^^  n  2 

«             1^             O             rH             so 

^      o      3       o       o 

i 

§  i!  < 

c 

a,  .H  « 

•1  3  C 

0>  o  3 

O-  (U  - 


43  ^ 

3      C 

.2 


S  3 


i 

<M 

„ 

mI 

s 

K 

tt 

SI 

o 

o 

m 

in 

ro 

Ml 

!? 

vo 

fj 

J 

so 

r> 

</v 

IVJ 

«»i 

f^ 

f^ 

^ 

K> 

Os 

1^ 

a 

SJ 

3! 

« 

* 

s 

^^ 

-i- 

o 

(> 

o. 

ex 

s 

*J 

g  2  a 


(686,783) 

224,595 

3,076,256 

1,862,837 

si 

Mil 
<»ll 

rv       S 


(SJ 

1^ 

Os 

-1- 

OS 

„ll 

1 

so 
SO 

OS 

y 

£11 

m 

„ 

to 

CsJ 

t-~ 

on 

h- 

st 

" 

rs. 

s 

Sll 

<» 

«HI 

8  I 
.2  « 


1  i 

1 

1 

S 

so 
so 

!  ? 

in 

so 

s 

» 

" 

t^ 

m 

1 5 


n    5 


8  S  ^  ^  g 

u      -p       3  n  i4 

■H          ID          u  01  ki  V 

3     S  -2  ^  5  I 

S    :d  5"  S  5  5 


3  u 


3 
U       H 

2«" 


'2  s 


S    1^ 

§ 

<« 

1 

5 

S 

a 

S 

* 

s 

i 

f; 

"       1 

^ 

CM 

^ 

vO 

'fi 

* 

2    g 

" 

S 

S 

M 

SI! 


0)     < 

a  lb 


5  « 

3      C 

.2 


§    5    3    3^^ 

fj  CM  N  4  0>  Ifl 

^       o       u,       I       o       - 


11  C 

ra  b    V 

O  3      > 

ID  U      « 

U.  < 


1 

t^ 

s 

S 

1^ 

CM 

i 

i 

S 
K 

1 

a 

s 

o> 

g 

-* 

1 

1 

s 

o 

o 

ri 

„ 

N 

CvJ 

o> 

N 

■"• 

o 

" 

■^ 

" 

s 

-if 

i 

2 

CM 

a 

S 

1 

r^ 

1 

5 

? 

<M 

a 

S 

» 
S 

s 

o 

s 

1 

s 

n 

CM 

CM 

M 

»• 

Kl 

r1 

'^ 

" 

•H     "      .3 


Ifl 

1 

2 

o 

a 

« 

o 

to 

s 

ifl 
^ 

o 

^ 

s 

s 

a 

= 

t». 

10 

s 

* 

~ 

s 

a 

S 

CM 

s 

rs 

o- 

s 

;e 

a 

a 

s 

? 

o 

rv 

Ifl 

CO 

M 

r». 

so 

1 

g 

Kl 

t^ 
£ 

s 

s 

ID 

5 

o 

^ 

CM 

0- 

CM 

•-I 

'^ 

" 

" 

. 

r- 

so 

w 

o 

m 

w 

so 

^ 

a 

tn 

5 

I 

s 

SO 

» 

so 

o 

N 

^ 

s 

^ 

s 

o 

S 

1 

2 

s 

CM 

^ 

CM 

CM 

N 

OS 

M 

•-• 

*► 

" 

'^ 

" 

H 


5  2 

C      3 


^         ^ 


£         8 


-70- 


3    u    < 

•2  S  IS 


->       3       C 
»      O     3 


2 

*   s 

s 

Sj 

N 

CO 

^ 

s; 

S 

o 

5 

IS 

Sll 

s   s 

s 

s 

? 

o 

- 

1 

S 

ui 

-- 

vO 

o 

on 

ro.i 

«yii 

s  i 


o      o 

t 

R 

1 

§ 

« 

S  1 

5 

I 

i 

m 

?:J    3 

a 

S 

in 

f^ 

r»       1/1 

'- 

S 

M 

o 

s 

o 

~ 

«v 

I   § 


d3  ■" 


rH 

fv 

„ 

„ 

s 

N 

„ 

CJ 

rj 

•  n 

Sll 

^0 

M 

Kl 

Ifl 

-o 

rv             rH 

Ifl 

M 

o 

Ifl 

eg 

„ 

hs 

f^ 

o- 

„ 

vO 

O 

o> 

o> 

Ifl 

» 

n- 

O-ll 

s   s 

jy 

s 

a 

^ 

s 

s 

s 

s 

ff 

a 

vO 

211 

■^     fj 

>o 

= 

U) 

CVJ 

M 

* 

" 

•« 

Oi 

R 

«>il 

SIS 


3      C 
U     3 


nut) 
ii!    <    "^ 


5 

& 

« 

s 

g 

§ 

s 

S 

5 

IS 

S 

S 

?? 

fO 

s 

M 

o 

3    •? 

•H 

w 

o 

m 

,4 

o> 

N 

'         so 

fv 

5 

w 

IS. 

IS. 

„ 

£ 

{y 

5 

U| 

CO 

CJ 

•c 

w 

- 

■O 

- 

* 

N 

M 

•* 

" 

Ifl 

" 

s 

so 

CI      3 


S^     ft 

t 

s   s 

s  s 

s 

ts 

R 

fs 

s 

f^ 

S: 

"l 

K 

-* 

M 

I   i 

Ifl 

S 

o       u, 

~  a 

i 

i 

s 

5 

s 

s 

so 

3 

5 

s 

s 

■til 

•o 

M 

Ifl 

eg 

M 

* 

vO 

M 

If]  11 

3    2 


S    ^ 


-71- 


I  J 


c  c 

u  o 

CI  CI 

.2  i2 


•2     ^ 

> 

m 

CI  CI 


5  i 


M     O. 


"  .2 


0     < 

&  lb 


ra    3    > 

8  "  JS 


^      S 


s  i 


.2 

o 

«      C 

a 

s  s  1 


K      S 


«    o 


o     « 

I     o 

s 


«    re 


14         ee    u 


5  5 


-72- 


b   J3   j: 

J)      U     4> 
>     Q     O 


a) 

30 

b) 

12 

c) 

8 

d) 

4 

e) 

46 

RESOURCE  INDEMNITY  TRUST  INTEREST  EXPENDITURES 


Senate  Bill  373,  approved  by  the  50th  Legislature,  amended  Section 
15-38-202(2),  MCA,  to  allocate  resource  indemnity  trust  interest  earnings  to  spe- 
cific resource  development  and  reclamation  programs  instead  of  using  the  earnings 
to  replace  general  fund  in  agency  budgets.  Resource  indemnity  trust  interest 
earnings  are  to  be  allocated  as  follows  for  the  1991  biennium: 

1)  $175,000  to  the  environmental  contingency  fund 

2)  Of  the  remainder: 
percent  for  water  development 

percent  for  hazardous  waste  remediation  and  superfund  match 
percent  for  renewable  resource  development 
percent  for  the  environmental  quality  protection 
percent  for  reclamation  and  development  grants 

The  executive  estimate  of  RIT  interest  is  $14,103,000.  This  is  $661,476  less 
than  the  LFA  estimate  of  $14,764,476.  Table  1,  on  the  next  page,  compares  the 
revenue  estimates  and  allocation  of  RIT  interest  in  the  executive  budget  and  LFA 
current  level  analysis. 

The  executive  proposes  to  appropriate  $5,580,279  for  agency  operations  in 
the  1991  biennium.  Of  this  amount,  $5,197,484  is  used  to  fimd  current  level 
programs  and  $382,795  is  allocated  to  fund  modified  requests.  In  accordance  with 
Section  15-38-202(2),  MCA,  the  current  level  analysis  prepared  by  the  Legislative 
Fiscal  Analyst  uses  general  fund  to  replace  RIT  interest  funding  in  agency  opera- 
tions for  the  1991  biennium.  Where  the  executive  has  used  RIT  interest  to  fund 
agency  operations  in  the  departments  of  health  and  environmental  sciences,  natu- 
ral resources  and  conservation,  state  lands,  and  the  workers'  compensation  divi- 
sion, the  LFA  has  used  general  fund.  The  LFA  current  level  analysis  does  use 
RIT  interest  of  $20,000  to  fund  the  abandoned  well  reclamation  activities  of  the 
Oil  and  Gas  Commission  in  the  Department  of  Natural  Resources  and  Conservation, 
$39,305  to  fund  the  completion  of  the  Clark  Fork  River  study  in  the  Governor's 
Office,  and  $26,200  to  fund  the  activities  of  the  Water  Policy  Committee.  This 
$85,505  reduces  the  amount  available  for  reclamation  and  development  grants  in 
the  LFA  current  level. 
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Table  1 

Comparison  of  Resource  Indemnity  Trust  Interest  Allocations 

in  the  Executive  Budget  and  LFA  Current  Level  Analysis 

1991  Biennium 

Executive  LFA  Difference 

Beginning  Fund  Balance                              $          -0-  $           -0-  $            -0- 

Revenues                                                                 14.103.000  14.764.476  (661.476) 

Funds  Available                                            $14,103,000  $14,764,476  $     (661,476) 

Allocations 

Environmental  Contingency  Fund              $       175,000  $       175,000  $            -0- 

Water  Development                                               4,178,400  4,376,843  (198,443) 

Hazardous  Waste/CERCLA                                 1,103,327  1,750,737  (647,410) 

Renewable  Resource  Development                  1,114,240  1,167,158  (52,918) 

Environmental  Quality  Protection                       484,018  583,578  (99,560) 

Reclamation  &  Development  Grants                1,384,880  6.625.655  (5,240.775) 

Subtotal                                                              $  8,439,865  $14,678,971  $(6,239,106) 

Agency  Operations 

Natural  Resources  and  Conservation        $  2,400,000  $        20,000  $  2,380,000 

Health  and  Environmental  Sciences                  938,576  -0-  938,576 

State  Lands                                                            1,200,000  -0-  1,200,000 

Workers'  Compensation                                           976,296  -0-  976,296 

Governor's  Office                                                       39,206  39,305  (99) 

Environmental  Quality  Council                             26.200  26.200  -0- 

Subtotal                                                           $  5.580.278  $         85.505  $  5.494.773 

Total  Expenditures                                          $14.020.143  $14.764.476  $     (744.333) 

Ending  Fund  Balance                                     $ 82^857  $ i0z__         $ 82^857_ 


Note:     The  executive  budget  figures  are  the  RIT  appropriations  listed  within 
agency  budgets  and  may  be  less  than  the  expenditures  listed  on  page  S-40  of 
the  Executive  Budget. 


Table  2  shows  the  allocation  of  RIT  interest  earnings  in  the  executive  budg- 
et. The  expenditures  which  are  identified  as  "agency  operations"  are  those 
expenditures  which  do  not  qualify  as  allowable  expenditures  under  one  of  the 
programs  listed  in  Section  15-38-202(2),  MCA.  However,  Section  15-38-202(3), 
MCA,  permits  the  executive  to  propose  alternative  uses  of  RIT  interest  provided 
that  the  recommendations  are  presented  in  a  formal  budget  document. 
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Table  2 

Executive  Proposal  for  RIT  Interest  Expenditures 

1991  Biennium 


Agency/Program 

DNRC 

Centralized  Services 
Conservation  Districts 
Water  Resources  Division 

-  Water  Management 

-  Reserved  Water  Rights 

-  Administration 

-  New  Water  Rights 

-  Dam  Safety 

-  Water  Development  Grants 

-  Renewable  Resource  Dev .  Grants 

-  RRD  Grant  Administration 

-  Reclamation  &   Dev.  Grants 

-  Reclamation  Grant  Administration 


$   107,950 

$   106,650 

$    Zl'i,600 

373,176 

372,952 

746,128 

373,100 

385,622 

758,722 

108,07<t 

108,316 

216,390 

90,000 

90,000 

180,000 

lZ,33'f 

435 

12,769 

135,366 

136,025 

271,391 

2,005,200 

2,173,200 

4,178,400 

32<»,620 

369,520 

694,140 

210,100 

210,000 

420,100 

1,353, '♦27 

-0- 

1,353,427 

15,726 

15,727 

31,453 

1991 
Biennium  Expenditure  Category 


Agency  Operations 
Agency  Operations 


Agency  Operations 
Agency  Operations 
Agency  Operations 
Agency  Operations 
Agency  Operations 
Water  Development 


Reclamation  *  Development 


Subtotal 


$5,109,073   $3,968,447   $  9,077,520 


DHES 

Natural  Resources  Lawsuit 
Environmental  Sciences  Division 

-  Administration 

-  Hazardous  Waste  Bureau 

-  Underground  Storage  Tanks 

-  LUST 

-  Hazardous  Waste  Minimization 

-  Superfund  Core 

-  Asbestos 

-  Water  Quality  Management 

-  Water  Pollution  Control 

-  Safe  Drinking  Water 

-  Clark  Fork  Monitoring 
Env.  Quality  Protection  Fund 

Subtotal 

Governor ' s  Office 

Clark  Fork  Coordination 
Environmental  Contingency  Fund 

Subtotal 

State  Lands 

Administration 
Opencut  Bureau 
Coal  and  Uranium  Bureau 
Hard-Rock  Bureau 

Subtotal 


$ 

200,000 
71,226 

$ 

200,000 
71,446 

$ 

400,000 
142,672 

Hazardous  Waste/CERCLA 

119,872 

116,370 

236,242 

Hazardous  Waste/CERCLA 

52,808 

53,030 

105,838 

Hazardous  Waste/CERCLA 

68,848 

78,962 

147,810 

Hazardous  Waste/CERCLA 

23,593 

22,462 

46,055 

Hazardous  Waste/CERCLA 

12,355 

12,355 

24,710 

Hazardous  Waste/CERCLA 

65,169 

57,340 

122,509 

Agency  Operations 

87,237 

89,061 

176,298 

Agency  Operations 

85,386 

85,386 

170,772 

Agency  Operations 

123,838 

124,079 

247,917 

Agency  Operations 

110,903 

110,177 

221,080 

Agency  Operations 



225,956 

— 

258,062 

_ 

484,018 

Env.  Quality  Protection 

$1 

,247,191 

$1 

,278,730 

2,525,921 

39,206 

-0- 

39,206 

Agency  Operations 

175,000 
214,206 

-0- 

— 

175,000 
214,206 

Env.  Contingency  Fund 

-0- 

61,256 

57,585 

118,841 

Agency  Operations 

69,500 

69,500 

139,000 

Agency  Operations 

224,432 

227,756 

452,188 

Agency  Operations 

244,812 

— 

245,160 

_ 

489,972 

Agency  Operations 

600,000 

600,001 

1,200,001 

Environmental  Quality  Council 
Water  Policy  Committee 


Workers '  Compensation 
Silicosis  Benefits 


Agency  Totals 


$    26,200   $ 


$  495,949 
$Za69Za619 


26,200   Agency  Operations 


$  480,347   $    976,296   Agency  Operations 
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LONG-RANGE  BUILDING  PROGRAM 

The  Long-Range  Building  Program  (LRBP)  includes  the  appropriations  for 
planning,  major  maintenance,  and  construction  of  state  buildings.  The  building 
program  is  supervised  by  the  Architecture  and  Engineering  Division  of  the 
Department  of  Administration. 

Long-range  building  projects  are  funded  from  the  capital  projects  cash 
account,  state  and  federal  special  revenue  funds,  and  the  sale  of  general  obli- 
gation bonds.  The  capital  projects  cash  account  receives  supervisory  fees,  20.25 
percent  of  cigarette  tax  collections,  and  interest  earnings  on  the  investment  of 
the  balances  in  the  cash  accoxint  and  the  1981  and  1983  bond  series  accoiints.  A 
1  percent  supervisory  fee  is  paid  to  the  Architecture  and  Engineering  Division  for 
supervision  of  building  projects  that  are  funded  from  other  than  the  cash 
account. 

Funds  available  for  appropriation  in  the  1991  biennium  are  projected  to  total 
$6,295,424  of  which  $1,096,524  is  recommended  to  fund  the  operations  of  the 
Architecture  and  Engineering  Division.  The  remaining  funds  available  for  capital 
projects  in  the  1991  biennium  are  $5,198,900.  Table  1  shows  projected  revenues 
to  and  expenditures  from  the  LRBP  capital  projects  cash  account. 

Table  1 

Capital  Projects  Fund 

1991  Biennium 


Estimated  Beginning  Cash  Balance  $1,120,424 

Revenue 

20.25  Percent  of  Cigarette  Tax  $4,580,000 
Interest  Earnings  400,000 

Supervisory  Fees  175,000 

Deferred  Payments  20.000 

Total  Revenues  $5.175.000 

Funds  Available  in  the  1987  Biennium  $6,295,424 

Expenditures 

Architecture  and  Engineering  Operating  Expenses  $1.096.524 

Funds  Available  for  Capital  Projects  $5^198^900 


The  executive  budget  proposes  the  expenditure  of  $24.6  million  for  capital 
construction  projects  in  the  1991  biennium.  The  proposed  funding  sources  in- 
clude the  capital  projects  fund,  state  and  federal  special  revenues,  university 
auxiliary  funds,  bond  proceeds,  and  other  funds.  Within  the  $24.6  million 
request,  the  executive  budget  proposes  $4,101,246  of  capital  project  fund  expend- 
itures, which  is  $1,097,654  less  than  the  estimate  of  funds  available.  State 
special  revenue  comprises  the  major  source  of  revenue  used  to  fund  the  long- 
range   building   program   in    the    1991    biennium.      A    total    of   $9.7    million    of   state 
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special  revenue  is  proposed  for  funding  the  cash  program.  Of  this  $9.7  million, 
$7.6  million  is  used  to  fund  fish,  wildlife  and  parks  projects  and  $1.6  million  is 
used  to  fund  highway  projects.  Federal  funds  are  available  for  oil  and  gas 
commission,  job  service,  military  affairs,  and  fish,  wildlife  and  parks  projects. 
Table  2  shows  the  proposed  sources  of  funding  by  agency  for  the  long- range 
building  program  in  the  1991  biennium. 


Table  2 

Long- Range  Building  Program  Proposal 

1991 

Biennium 

Capital 

state 

Federal 

Projects 

Special 

Special 

Other 

Bond 

Ajency 

Fund 

Revenue 

Revenue 

- 

Proceeds 
$          -0- 

Total 
$        650,000 

Administration 

$      650,000 

$          -0- 

$          -0- 

$           -0- 

Agriculture 

-0- 

'♦5,500 

-0- 

-0- 

-0- 

45,500 

DNRC 

-0- 

-0- 

116,950 

-0- 

-0- 

116,950 

Family  Services 

155,000 

-0- 

-0- 

-0- 

-0- 

155,000 

FWP 

-0- 

7,548,600 

1,523,167 

466,560 

5,142,800 

14,681,127 

Highways 

-0- 

1,581,220 

-0- 

-0- 

-0- 

1,581,220 

Institutions 

1,735, '♦PS 

335,000 

-0- 

-0- 

-0- 

2,070,496 

Labor 

-0- 

76,000 

474,600 

-0- 

-0- 

550,600 

Military   Affairs 

-0- 

-0- 

300,000 

-0- 

-0- 

300,000 

MSDB 

10,000 

-0- 

-0- 

-0- 

-0- 

10,000 

Revenue 

-0- 

-0- 

-0- 

170,000 

-0- 

170,000 

State   Lands 

3^,200 

147,000 

-0- 

54,800 

-0- 

236,000 

University   System 

1,516,550 
$^,101,2^6 

-0- 

-0- 

2,503,500 

-0- 

Total 

$9,733,320 

?2,414,717 

$5,142,800 

$24,586,943 

An  additional  source  of  revenue  for  capital  projects  is  capitol  land  grant 
funds.  Section  18-2-107,  MCA,  restricts  the  use  of  these  funds  to  "constructing 
capitol  buildings  or  additions  thereto."  For  the  1989  biennium.  House  Bill  2  (L 
1987)  appropriated  capitol  land  grant  funds  to  the  long-range  building  debt 
service  fund  for  the  payment  of  principal  and  interest  on  bonds  issued  for  public 
buildings  at  the  capitol.  If  the  legislature  wishes  to  continue  to  use  capitol  land 
grant  funds  to  retire  the  debt  on  buildings  in  the  capitol  complex,  an  appropri- 
ation will  need  to  be  established  for  the  1991  biennium.  Approximately  $800,000 
is  available  annually  for  appropriation  from  the  capitol  land  grant  account  The 
executive  budget  proposes  that  these  funds  be  used  for  debt  retirement  in  the 
1991  biennium.  If  the  legislature  chooses  not  to  appropriate  capitol  land  grant 
lunds  for  debt  service,  these  funds  will  be  available  for  appropriation  under  the 
cash  program. 
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Actual 

Appropriated 

-  -  -  Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

60.00 

60.00 

60.00 

60.00 

0.00 

Personal  Services 

$1 

,632,775 

$1,778,059 

$l,7«,'i29 

$l,7<i6,453 

2.29 

Operating  Expenses 

281  ,<f<»2 

360, '♦55 

289,924 

282,057 

(10.89) 

Equipment 

_ 

91,<i37 

28,682 

5'i,332 

32,727 

Cf^.W) 

Total  Operating  Costs 
Non-Operating  Costs 


$2,005,654 
1,366 


$2,167,194 
-0- 


$2,066,685 
-0- 


$2,061,217 
-0- 


( 1 . 08 ) 
(100.00) 


Total  Expenditures 


$2,167,194 


Fund  Sources 


General  Fund 
State  Special 


$1,054,725 
952,295 


$1,102,793 
1,064,401 


$1,031,677 
1,035,008 


$1,009,581 
1,051,636 


(5.39) 
3.47 


Total  Funds 


$2,167,194 


$2,066,685 


Fiscal  1990 Fiscal  1991 

General  Fund       Other  Funds        (^neral  Fund      Other  Funds 


1.  EDP  Auditor 

2.  Consulting  Services 


$   -0- 
16,000 


$23,030 
-0- 


Pro^ram  Description 

The  Office  of  the  Legislative  Auditor,  established  in  1967,  is  governed  by 
the  Legislative  Audit  Act  contained  in  Title  5,  Chapter  13,  MCA.  Article  V, 
Section  10(4)  of  the  Montana  Constitution  mandates  a  legislative  post-audit 
function . 

The  agency  is  functionally  divided  into  three  areas:  1)  Operations  and  EDP 
Auditing;  2)  Financial- Compliance  Auditing;  and  3)  Performance  Auditing.  The 
Financial- Compliance  group  conducts  biennial  audits  of  all  state  agencies,  a 
biennial  federal  single  audit,  and  an  annual  financial  audit  of  the  state's  financial 
statements.  Areas  of  emphasis  include  compliance  with  state  laws  and  appropri- 
ations and  review  of  control  systems  over  assets  and  payments.  The  Performance 
group  conducts  audits  of  state  agencies  to  determine  program  effectiveness  and 
efficiency  and  compliance  with  established  laws,  rules,  goals,  and  objectives. 
EDP  Auditing  evaluates  data  processing  controls  as  part  of  financial -compliance 
and  performance  audits. 

The  office  goals  in  preparing  the  1991  biennium  budget  were  to:  1)  request 
no  biennial  increase  in  general  fund  appropriation;  2)  charge  agencies  tJie  actual 
cost  of  their  audits;   3)   maintain  current  level  services  and  meet  state  and  federal 
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audit  requirements;    and  4)   provide  timely  responses   to  an  increasing  number  of 
legislative  requests. 

Budget 

The  1991  biennium  budget  is  presented  at  current  level  with  two  modified 
issues  shown  separately.  The  Legislative  Audit  Committee  approved  the  budget 
as  presented.  Current  level  FTE  remain  unchanged  between  bienniums.  Current 
level  expenditures  vary  primarily  due  to  abnormally  high  turnover  in  fiscal  1988, 
the  allocation  of  the  costs  of  the  lottery  audits,  and  the  legislature's  request  for 
one-time  audits. 

Personal  Services 

Personal  services  increase  $109,654  from  fiscal  1988  to  fiscal  1990  current 
level.  The  office  promotes  from  within  to  fill  vacancies  left  by  experienced  staff, 
rather  than  hiring  experienced  auditors  from  the  outside.  When  a  vacancy 
occurs  at  any  level,  the  office  hires  an  entry  level  staff  auditor  to  maintain 
current  level  FTE.  The  office  experienced  an  abnormally  high  (30  percent) 
turnover  in  fiscal  1988  (18  staff),  thereby  reducing  the  fiscal  1988  base. 
Vacancy  savings  in  fiscal  1988  was  8  percent. 

The  personal  services  decrease  of  $31,626  comparing  fiscal  1989  budgeted  to 
fiscal  1991  requested  results  from  the  addition  of  expenditure  authority  in  fiscal 
1989  for  an  additional  five  audits  requested  by  the  1987  legislature  (sunrise 
audits,  telephones,  Montana  Medical  Legal  Panel,  Science  and  Technology  Board, 
and  Department  of  Family  Services).  Two  of  these  audits  (telephones  and  Science 
and  Technology  Board)  are  one-time  requests  and  the  others  have  been  absorbed 
into  the  audit  schedule.     No  vacancy  savings  is  budgeted  in  current  level. 

Operating  Expenses 

Table  1  reflects  the  comparison  of  operating  expenses  by  category  from  fiscal 
years  1988  through  1991. 

Table  1 
Operating  Expenses  Comparison  by  Category 

Category 

Contract  Services 

Supplies 

Communications 

Travel 

Rent 

Repairs 

Other 

Total 
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Actual 

Appropriated 

Requested 

Requested 

1988 

1989 

1990 

1991 

$104,325 

$166,729 

$102,220 

$  96,926 

15,918 

14,939 

15,905 

15,905 

24,300 

25,385 

24,755 

24,755 

78,128 

93,261 

84,919 

84,919 

27.852 

26,355 

28,409 

28,483 

2,776 

11,068 

5,244 

5,107 

28.143 

22.716 

28.472 

25.962 

|2§iiiii 

li§Q-|53 
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The  increase  in  operating  expenses  between  fiscal  1988  actual  and  fiscal  1990 
budgeted  is  due  primarily  to  an  increase  in  travel  expenses  which  increased 
$6,791  between  fiscal  1988  actual  and  fiscal  1990  budgeted  due  to  timing  of  the 
audit  schedule.  However,  travel  expenses  projected  over  the  1991  biennium 
decrease  $1,551  from  1989  biennium  travel  expenses. 

Table  2  shows  the  contract  services  budget. 

Table  2 

Comparison  of  Contracted  Services 

1989  through  1991  Bienniums 


FY  1988 

FY  1989 

FY  1990 

FY  1991 

Actual 

Budget 

Request 

Request 

Contract  Services 

Consultants 

$  17,505 

$  35,869 

$  22,500 

$  30,500 

Insurance  &  Bonds 

1,916 

1,922 

2,185 

2,277 

Payroll  Service  Fees 

1,607 

1,568 

1,700 

1,734 

Printing  and  Typesetting 

15,496 

25,640 

18,930 

20,470 

CPA  Audits 

26,670 

53,456 

15,000 

-0- 

Clinic/Seminar 

6,300 

10,400 

9,800 

9,800 

Data  Processing 

28,576 

36,549 

30,068 

30,068 

General 

6.255 

1.325 

2.037 

2.077 

Totals 

liQIiiii 

liiiiZii 

liQiiiiQ 

Lii.iii 

The  three  contract  services  costs  which  change  the  most  are  consultants, 
printing,  and  CPA  audits.  Consultants  costs  increase  from  $17,505  in  fiscal  1988 
to  $30,500  in  fiscal  1991.  Printing  increases  from  $15,496  in  fiscal  1988  to  $20,470 
in  fiscal  1991.  CPA  audits  decrease  as  all  contract  audits  will  be  paid  directly  to 
the  contractor  rather  than  going  through  the  Legislative  Auditor's  Office  in  the 
1991  biennium.     The  $15,000  is  for  the  contract  audit  of  the  Legislative  Branch. 

Equipment 

Expenditures  for  fiscal  1988  included  $56,700  of  authority  from  the  personal 
services  and  operating  expenses  categories.  This  transfer  of  authority  was  to 
carry  out  a  revised  dpta  processing  plan  consistent  with  guidelines  established  by 
the  Information  Services  Division,  Department  of  Administration.  The  plan 
includes:  1)  the  installation  of  a  local  area  network  to  enhance  word  processing 
and  audit  fimctions  and  2)  the  purchase  of  additional  hardware  and  software  to 
further  automate  the  audit  process.  The  budget  request  for  the  1991  biennium 
includes  the  purchase  of  components  to  assist  in  the  completion  of  the  long-range 
plan  to  automate  the  audit  process. 

Funding 

The  agency  is  funded  from  two  sources.  General  fund  is  appropriated  to 
the  agency  for  performance  audits,  financial  audits,  contract  audits,  legislative 
requests,  and  administration  of  the  agency.  Revenues  from  fees  charged  to 
audited  agencies  are  placed  in  a  state   special   revenue  account,    and  are  used   to 
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fiind   the   costs   of  the   audits.      Table   3   shows   the   revenues,    expenditures,    and 
fund  balance  for  the  state  special  revenue  account  of  the  Legislative  Auditor, 


Table  3 
State  Special  Revenue  Ftind 

Fiscal 
1988 

$     290,666 

1,026,032 
5,505 

$1,322,203 
952.295 

Fiscal 
1989 

Fiscal 
1990 

$     429,803 

1,067,730 
-0- 

Fiscal 
1991 

Beginning  Fund  Balance 

Budgeted  Revenue 
Non- Budgeted  Revenue 

$     369,908 

1,124,296 
-0- 

$     462,525 

1,070,606 
-0- 

Total  Funds  Available 
Expenditures 

Ending  Fund  Balance 

$1,494,204 
1.064.401 

LJ2i,§Q3 

$1,497,533 
1.035.008 

$1,533,131 
1.051.636 

On  July  1,  1988,  the  Legislative  Auditor  submitted  to  the  Office  of  Budget 
and  Program  Planning  (OBPP)  the  audit  cost  estimates  of  $2,250,000.  This 
includes  approximately  $112,000  for  contract  audits  which  are  paid  directly  to  the 
contractor  by  the  agencies.  Examples  of  these  audits  include  the  Commiinity 
Colleges,  the  Board  of  Housing,  and  the  Lottery  financial  and  observation  audits. 
Only  audits  conducted  by  this  agency  are  shown  as  revenue  for  the  1991  biennium 
in  Table  3.  The  estimates  include  the  costs  for  completing  a  financial- compliance 
audit  of  every  agency  audited  by  the  Legislative  Auditor  and  an  allocation  of  the 
annual  statewide  audit  cost.  Audit  cost  estimates  remain  the  same  as  last 
biennium  for  three  audits,  decrease  for  14  audits,  and  increase  for  40  audits. 
The  office  allocated  50  percent  of  the  costs  of  completing  the  statewide  audit  to 
the  agencies  in  the  audit  cost  estimates.  The  Legislative  Auditor's  general  fund 
includes  the  remaining  50  percent.  This  amount  is  reimbursed  to  the  state 
general  fund  through  the  collection  of  a  percentage  of  the  bond  proceeds. 

ISSUE  1:     EDP  AUDITOR 

This  modification  request  includes  the  addition  of  1.00  FTE  to  the  Legislative 
Auditor's  staff  at  a  cost  of  $44,451  for  the  biennium.  The  Legislative  Auditor 
requests  the  addition  of  an  entry  level  EDP  auditor  to  assist  in  the  completion 
and  evaluation  of  the  state's  automated  systems.  These  automated  systems  include 
the  proposed  on-line  entry  of  the  state's  accounting  transactions  by  state 
agencies  (effective  January  1,  1989)  and  the  expansion  of  microcomputer  use  by 
state  agencies.  This  request  helps  ensure  the  Auditor's  continued  compliance 
with  auditing  standards  relating  to  financial,  compliance,  performamce,  and 
electronic  data  processing  audits.  This  modified  request  will  be  funded  from  the 
general  fund  over  the  biennium. 

Option  A:      Appropriate   $21,421   in   fiscal   1990   and   $23,030   in   fiscal   1991   from 
the  general  fund. 

Option  B:      Take  no  action. 
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ISSUE  2:      CONSULTING  SERVICES 


This  modified  request  becomes  effective  if  the  state's  Lottery  converts  to  an 
automated  LOTTO -type  game.  The  Legislative  Auditor  requests  an  additional 
$16,000  to  hire  consultants  to  assist  in  the  completion  of  the  biennial  Lottery 
Security  audit.  This  modified  request  will  be  funded  by  billings  to  the  state 
Lottery  and  reimbursement  to  the  state  special  revenue  fund. 

Option  A:  Appropriate  an  additional  $16,000  in  fiscal  1990  as  a  biennial 
appropriation  from  the  Legislative  Audit  State  Special  Revenue 
Fund  for  the  Lottery  Security  Audit. 

Option  B:      Take  no  action. 
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Actual 

Appropriated 

-   -   -   Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

17.50 

18.00 

17.50 

18.00 

0.00 

Personal   Services 

$603,092 

$662,7<^8 

$603,87't 

$62'»,178 

(2.99) 

Operating  Expenses 

132,'»0't 

228,595 

I2'i,<f79 

16Z,83<» 

(20.<»1) 

Equipment 

21.376 

2,750 

2,500 

2,500 

(79.28) 

Total  Expenditures 

$756,872 
======== 

$894,093 

$730,853 

======== 

$789,512 

-LZl?li 

Fund  Sources 

General  Fund 

$756,872 

!§?^i??5 

$730,853 

$789,512 

(7.91) 

======= 

_   _   _ 

-  Fiscal    1990    -   - 

_ 

_   _ 

_ 

Fiscal 

1991 

Issue 

General   Fund                 Other 

Fu 

nds 

^ 

neral   Fund 

Other   Funds 

1.      Committee  Meeting  Days 

$13; 

,600 

$ 

-0- 

$      -0- 

$   -0- 

2.     Data   Processing  Equipment 

17; 

,709 

-0- 

18,162 

-0- 

5.      Data  Processing  Costs 

15: 

.000 

-0- 

-0- 

-0- 

<♦.      Intern  Analyst 

11; 

,82-^ 

-0- 

-0- 

-0- 

Prog^ram  Description 

The  Office  of  the  Legislative  Fiscal  Analyst  (LFA)  was  established  in  1974  to 
provide  concentrated  fiscal  analysis  of  state  government  and  to  accumulate, 
compile,  analyze,  and  furnish  such  information  that  might  bear  upon  financial 
matters  of  the  state  and  that  might  be  relevant  to  issues  of  policy  and  questions 
of  statewide  importance.  Governing  legislation  is  the  Legislative  Finance  Act, 
Title,  5,  Chapter  12,  MCA,  which  also  established  the  Legislative  Finance 
Committee.  The  major  functions  of  the  LFA  staff  are  conducting  analyses  of 
budget  requests,  agency  operations,  and  revenue  to  provide  the  legislature  with 
an  independent  analysis  of  the  executive  budget  and  the  executive  branch's 
execution  of  legislative  intent. 

Budget 

The  1991  biennium  budget  for  the  LFA  is  presented  as  approved  by  the 
Legislative  Finance  Committee.  There  were  three  appropriations  in  fiscal  1988  for 
the  office- -operations,  consultants,  and  the  university  funding  study  committee. 
The  $130,000  for  the  university  study  is  a  one-time  appropriation  and  is  not 
continued  into  the  1991  biennium.  The  $20,000  consultant  appropriation  is 
included  at  $20,000  for  the  biennium.  The  budget  request  decreases  7.9  percent 
from  the  1989  biennium  to  the  1991  biennium. 
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The  1991  biennium  operations  budget  is  based  on  non-session  and  session 
years.  Table  1  compares  fiscal  1988  actual  expenditures  to  the  fiscal  1990  budget 
request  and  the  fiscal  1989  budget  to  the  fiscal  1991  budget  request. 


Table  1 

Comparison  of  Actual  Fiscal  1988  Expenditures  to  the  Fiscal  1990  Budget 

Request  and  Fiscal  1989  Budget  to  Fiscal  1990  Budget  Request 


Category 


Fiscal  1988 


Fiscal  1990 


-  -  -  Change  -   -  -  - 
Dollars  Percent 


Personal  Services  $577,679  $603,874  $26,195 

Operating  Expenses  113,134  104,479  (8,655) 

Equipment  21.376  2.500  (18.876) 

Total  Expenses  $712^189  $710^853  $(1x1361 


.(Q.21 


Category 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenses 


Fiscal  1989 

$618,161 

167,862 

2.750 

$788x773 


Fiscal  1991 

$624,178 

162,834 

2.500 

$789^512 


Dollars 

$  6,017 
(5,028) 
(250) 

$-__739_ 


Percent 

1.0 
(3.0) 

0.1 


Personal  Services 

The  personal  services  increase  of  $26,195  comparing  fiscal  1988  actual  to 
fiscal  1990  requested  has  two  parts:  1)  $31,967  of  budgeted  personal  services 
were  used  for  operating  expenses  and  equipment  in  fiscal  1988  as  approved  by 
the  Legislative  Finance  Committee;  and  2)  $5,772  of  costs  below  the  fiscal  1988 
original  budget  level.  A  two  percent  vacancy  savings  was  taken  in  fiscal  1988. 
Four  percent  vacancy  savings  is  removed  from  the  1991  biennium  budget. 

Table  2  summarizes  the  personnel  services  budget  for  the  two  fiscal  years  of 
the  1991  bienniiun. 
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Table  2 

Office  of  the  Legislative  Fiscal  Analyst  Personal  Service  Budget 

1991  Biennium 


Current  Level 

Committee 

Analysts 

Secretaries 

Overtime 

Benefits 

Vacancy  Savings 

Total  Curr.   Level 


Requested 

Fiscal  1990 

Requested 

Fiscal  1991 

FTE 

Budget 
$     5,469 

FTE 

Budget 

1.0 

1.0 

$     8,441 

14.0 

480,198 

14.0 

480,522 

2.5 

39,297 

3.0 

46,569 

1,000 

8,700 

102,826 

105,575 

(24.916) 

(25.629) 

nj 

mjML 

l§-9 

iiiiiiZi= 

Operating  Expenses 

Operating  expenses  are  explained  at  the  second  expenditure  code  level. 
Table  3  shows  the  fiscal  1988  expenditures  compared  to  the  requested  budget  for 
fiscal  1990  and  the  budgeted  fiscal  1989  compared  to  the  requested  budget  for 
fiscal  1991.  The  differences  for  each  category  will  be  addressed  iinder  each 
section. 
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Table  3 

Comparison  of  Operating  Expenses  in  the  Fiscal  1988  Original 

Budget  and  the  Fiscal  1990  Budget  Request  Plus  the  Fiscal  1989  Budget 

and  the  Fiscal  1991  Budget  Request 


Actual 

Budget 

Requested 

Difference 

Category 

FY88 
$  49,348 

FY88 
$  36,905 

FY90 

Actual/Req . 

Contracted  Services 

$  36,905 

$(12,443) 

Supplies 

10,976 

10,260 

10,260 

(716) 

Communications 

10,838 

9,752 

10,464 

(374) 

Travel 

14,629 

17,846 

17,846 

3,217 

Rent 

14,003 

9,560 

11,691 

(2,312) 

Repairs 

7,616 

8,675 

11,589 

3,973 

Other 

5.724 

7.158 

5.724 

-0- 

Total  OP  Expense 


$113^134 


$100^156 


$104,479 


$_(8.6551 


Category 

Contracted  Services 

Supplies 

Communications 

Travel 

Rent 

Repairs 

Other 


Budget 
FY89 

$  95,705 
15,000 
9,991 
21,666 
9,560 
9,005 
6.935 


Total  Operating  Expense        $167,862 


Request 
FY91 

$  86.922 
15,000 
10,464 
21,666 
10,316 
11,531 
6.935 

$162,834 


Difference 
Budget/Request 

$(8,783) 
-0- 

473 
-0- 

756 
2,526 
-0- 

$£5,028) 


Contracted  Services  -  Table  4  shows  a  breakdown  of  contracted  services 
requested  for  the  two  fiscal  years  in  the  1991  biennium.  Fiscal  1990  computer 
services  is  requested  at  the  fiscal  1988  original  operating  plan  level.  This  is 
$12,443  below  actual  expenditures  for  fiscal  1988.  Expenditures  exceeded  the 
original  operational  plan  due  to  contracted  services  costs  for  data  processing 
related  to  the  K-12  Education  study.  The  fiscal  1991  contracted  service  budget 
requrst  is  $8,783  less  than  the  budgeted  expenditures  for  fiscal  1989.  A 
reduction  in  the  central  computer  costs  due  to  the  capabilities  of  the  personal 
computers  utilized  by  the  analysts  is  expected.  Savings  were  realized  in  fiscal 
1987  for  central  computer  costs  due  to  personal  computers. 
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Table  4 

Contracted  Services  Budget 

1991  Biennium 


Contracted  Services 

Insurance 
Legal  Services 
Computer  -  DOA 
Programming 
Printing 
Photocopy 
Records  Storage 
Accounting  Division 
Miscellaneous 

Totals 


-  Non- Session  Year  -  - 
Actual  Requested 

FY88  FY90 


$       609 

$       644 

2,923 

2,925 

16,851 

4,420 

16,561 

16,560 

6,585 

6,585 

4,447 

4,448 

605 

566 

757 

757 

10 

-0- 

liiiii§ 

|3§xiQ5 

-  -   -  Session 

Year  -  - 

Budgeted 

Requested 

FY89 

FY91 

$       500 

$       674 

5,000 

2,925 

40,000 

30,000 

24,500 

20,000 

22,620 

27,000 

2,380 

5,000 

705 

566 

-0- 

757 

-0- 

-0- 

li5iIQ5 

l§§J?2 

Supplies  and  Materials  -  For  fiscal  1990  supplies  and  materials  costs  are  set  at  the 
fiscal  1988  original  budget.  This  represents  a  decrease  of  $716  from  actual  fiscal 
1988  expenditures. 

C ommunications  -  The  communications  budget  was  based  on  fiscal  1988  actual  costs 
adjusted  for  inflation  and  increased  by  one  telephone  for  the  third  secretary 
position  at  approximately  $21  per  month. 

Travel  -  The  travel  budget  is  set  at  the  appropriated  levels  for  fiscal  years  1988 
and  1989,  respectively. 

Rent  -  Rent  is  based  on  the  current  building  rent  rates  published  by  the  General 
Services  Division  and  monthly  lease-purchase  payments  on  the  IBM  network 
printer  at  $234  per  month.  The  printer  will  be  fully  paid  for  in  December  of 
1989;  therefore,  fiscal  1990  reflects  six  months  of  the  rental.  No  printer  rental 
is  included  in  fiscal  1991. 

Repairs  -  The  repair  and  maintenance  budget  request  is  for  allocated  costs  of 
building  grounds  maintenance,  maintenance  contracts  on  18  personal  computers,  18 
display  units,  3  network  printers,  3  network  stations,  and  calculator  and 
typewriter  repairs  at  $200  annually.  Repair  costs  increase  with  the  additional 
equipment. 

Other  Expenditures  -  Other  expenditures  are  at  the  fiscal  1988  expenditure  level 
and  the  fiscal  1989  appropriation  level  with  no  anticipated  increase.  These 
expenditures  are  for  registration,  subscriptions,  recruitment,  advertising,  and 
miscellaneous  items  such  as  freight  costs. 
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Equipment 


The  equipment  request  of  $2,500  is  for  small  equipment  items  such  as  chairs 
and  file  cabinets.     This  is  $250  a  year  less  than  budgeted  for  the  1989  biennium. 

ISSUE  1:     COMMITTEE  MEETING  DAYS 

This  modified  request  is  for  $8,600  in  committee  salaries  and  $5,000  in 
committee  travel.  The  current  level  budget  for  the  committee  reflects  the 
committee  salary  expended  for  fiscal  1988.  Approximately  $1,500  of  the  committee 
member  salaries  was  charged  to  the  University  Funding  Study  appropriation  and 
the  remainder  represents  less  meeting  days  than  the  previous  biennium. 

The  $5,000  for  committee  travel  is  the  amount  the  budget  was  reduced  in  the 
House  in  the  1987  session.  If  salary  and  travel  are  approved,  it  will  provide  a 
budget  for  approximately  ten  meetings  in  fiscal  1990. 

Option  A:  Appropriate  $8,600  in  salaries  and  $5,000  in  travel  as  a  biennial 
appropriation  in  1990  from  the  general  fund  for  committee  meeting 
days. 

Option  B:      Take  no  action. 


ISSUE  2:     DATA  PROCESSING  EQUIPMENT 

The  eqmpment  modified  request  is  shown  in  Table  5.  This  request  includes 
replacement  of  five  analysts'  personal  computers  which  will  be  approximately  five 
years  old.  It  also  has  a  request  in  fiscal  1991  to  replace  the  two  secretaries' 
personal  computers  which  receive  heavy  use  and  are  anticipated  to  be  in  need  of 
replacement  after  the  1991  session.  One  of  the  two  network  printers  is  beginning 
to  have  frequent  breakdowns.  This  printer  has  received  extensive  use  since  its 
purchase  and  was  the  only  printer  through  most  of  the  last  budget  analysis 
period. 
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Table  5 

LFA  Data  Processing  Equipment  and  Software  Acquisitions 

Proposed  Budget  -   1991  Biennium 


Equipment 

XT  Replacements- Secretaries 

System  2  -  2  PCs 
Printer  Replacement 
AT  Replacements -Analysts 

System  50  -  3  PCs 

System  80  -  2  PCs 

Total  Equipment 

Supplies 

Software 

Word  Perfect  -  18  PCs 

Repairs 

Contract  1  PC 

Total  Data  Processing  Request 


Fiscal  1990 
Cost 

Fiscal  1991 
Cost 

$  -0- 
-0- 

$  6,588 
8,445 

5,528 
10.016 

2,764 
-0- 

$15,544 

$17,797 

$  1,800 

$  -0- 

365 

365 

UWM 

liiiii? 

The  software  costs  are  for  converting  from  Displaywrite  to  WordPerfect  for 
compatibility  with  the  other  legislative  agencies. 

Currently,  the  director  does  not  have  a  personal  computer.  Therefore, 
when  computer  replacement  occurs,  the  best  old  one  will  be  retained  for  the 
director's  use  and  will  require  a  maintenance  contract. 

Option  A:      Appropriate  $17,709  in  fiscal  1990  and  $18,162   in  fiscal  1991  from 
the  general  fund  for  data  processing  equipment. 

Option  B:      Teike  no  action. 

ISSUE  3:     DATA  PROCESSING  MAINFRAME  TIME 

The  data  processing  costs  for  computer  processing  were  reduced  by  $12,443 
under  fiscal  1988  actual  for  the  fiscal  1990  request.  This  is  approximately  the 
dollar  amount  spent  on  the  K-12  Education  study.  If  the  study  continues  and 
expands  into  transportation  and  debt  service  costs,  or  if  other  studies  are  done 
which  require  additional  computer  processing  during  the  interim,  $15,000  is  being 
requested  as  a  modified. 

Option  A:    Appropriate  $15,000  in   fiscal   1990  as  a  biennial  appropriation  from 
the  general  fund  for  data  processing  costs. 

Option  B:    Take  no  action. 
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ISSUE  4:     INTERN  ANALYST 


The  office  is  requesting  an  intern  for  six  months  to  research  and  compile 
expenditure  and  personnel  position  information  for  all  state  agencies  for  the  last 
ten  years.  This  intern  would  assemble  expenditures,  funding,  FTE  and 
operational  statistics  on  state  agency  programs  and  develop  narrative  explanations 
of  trends  and  changes.  This  information  would:  1)  provide  a  base  from  which 
the  office  could  quickly  respond  to  the  many  legislative  requests  for  historical 
information;  2)  provide  a  reference  for  new  analysts  to  see  the  evolution  of 
agency  spending  priorities;  and  3)  provide  current  analysts  with  a  long-term 
perspective  which  would  assist  in  their  analysis  of  issues. 

Option  A:      Appropriate  $11,824  in  fiscal  1990  as  a  biennial  appropriation  from 
the  general  fimd  for  an  intern  analyst. 

Option  B:      Take  no  action. 
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Actual 

Appropriated 

-   -   -  Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

<i'*.70 

B'i.'fB 

43.70 

53.70 

(1.00) 

Personal  Services 

$1,162,023 

$1,399,267 

$l,372,8<i7 

$I,<^83,69<f 

11.53 

Operating  Expenses 

757,982 

1,065,720 

1,579, '♦79 

616,488 

21.75 

Equipment 

9,118 

8,500 

87,300 

85,700 

881.95 

Total   Expenditures 

!li???il?5 

$2,^73,^87 

$3,039,626 

$2,185,882 

_19^23_ 

Fund  Sources 

General  Fund 

$1,^83, 372 

$2,076 ,8'i7 

$2,3'»0,591 

$2,185,882 

27.14 

State  Special 

'H6,490 

370,901 

699,035 

-0- 

(11.22) 

Other  Revenue 

9,261 
$1,909,123 

25,739 

$2,'»73,'f87 

========== 

-0- 

-0- 

(100.00) 

Total  Funds 

$3,039,626 

$2,185,882 

19.23 

======== 

Agency  Description 

The  Legislative  Council  provides  a  variety  of  support  services  to  the 
legislature.  Council  staff  work  under  the  general  supervision  of  an  eight -member 
bipartisan  committee  composed  of  four  members  of  the  House  of  Representatives 
and  four  members  of  the  Senate.  Council  services  include:  bill  drafting,  clerical 
preparation  of  bills  for  introduction  using  automated  equipment,  and  the 
engrossing  and  enrolling  of  bills;  printing  and  distribution  of  legislative 
proceedings,  session  laws,  and  journals  of  the  House  and  Senate,  and  the 
preparation  of  indexes  to  the  same;  provision  of  legislative  research  and  reference 
services;  legal  counseling  for  the  legislature;  business  management  services; 
committee  staffing;  provision  of  interim  investigation  authority;  service  as  the 
agency  of  interstate  cooperation;  preparation  and  publication  of  the  Montana  Code 
Annotated  statute  text  and  Annotations;  review  of  the  text  of  proposed  ballot 
measures;  review  of  proposed  administrative  rules;  provision  of  information  about 
the  legislature  to  the  public;  operation  of  the  legislative  intern  program;  and 
other  services  as  assigned  by  the  legislature. 

The  council  was  established  in  1957.  Principal  statutory  authority  is  found 
in  Title  5,  chapters  5  and  11,  and  Title  1,   chapter  11,  MCA. 

Budget 

The  1991  biennium  budget  for  the  Legislative  Council  is  presented  as 
approved  by  the  Legislative  Council.  There  are  four  programs  under  which  the 
agency  operates:  the  Feed  Bill  Program,  Council  Operations,  Interim  Studies  and 
Conferences,  and  Reimbursable  Activities.  The  Feed  Bill  Program  is  supported  in 
the  bill  appropriating  funds  for  the  operation  of  the  legislature  and  is  not 
discussed  here.  The  budgets  for  the  other  three  programs  are  most  easily 
understood  by  studying  the  discussion  and  issues  presented  under  each  program. 
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The  mix  between  biennial  and  annual  appropriations  and  session  and  non- session 
years  makes  an  agency  overview  somewhat  more  difficult  to  understand.  For 
example,  the  19.2  percent  increase  shown  for  total  expenditures  blends  increases 
budgeted  in  the  operations  and  interim  studies  and  conferences  programs  with 
decreases  budgeted  in  the  reimbursable  activities  program.  The  changes  are 
discussed  in  each  program.  The  changes  shown  in  the  various  f\inding  categories 
reflect  the  point  as  well.  The  bulk  of  the  budget  in  operations  and  interim 
studies  is  general  fund,  and  the  27.1  percent  increase  is  explained  by  reviewing 
those  program  analyses.  The  decrease  of  11.2  percent  in  state  special  revenue 
reflects  the  decrease  in  the  proposed  appropriation  in  the  reimbursable  activities 
program.  The  decrease  in  the  other  special  revenue  area  reflects  the  private 
fiuiding  available  for  the  Legislative  Reorganization  and  Improvement  Commission 
that  win  not  be  continued  into  the  1991  biennium. 


LEGISLATIVE  COUNCIL 

-  OPERATIONS 

Actual 

Appropriated 

-    -   -  Current   Level   -   -   - 

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budjet    Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

^2.70 

52. « 

41.70 

51.70 

( 1 . 00  ) 

Personal  Services 

$1,1<»0,706 

$1,399,267 

$1,295,559 

$1,483,694 

9.42 

Operating  Expenses 

Z5<t,9<t2 

532,826 

429,823 

616,488 

36.28 

Equipment 

9,056 

8,500 

85,700 

85,700 

876.30 

Total  Expenditures 

$l,38*,70'i 

========== 

$1,9^0,593 

$1,811,082 

$2,185,882 

_?9i?9. 

Fund  Sources 

General   Fund 

$1,384,70'* 

========== 

$1,940,593 

$1,811,082 

$2,185,882 
========== 

_20^20_ 

Program  Description 

The  Legislative  Council  Program  provides  for  overall  policy  direction  of  the 
agency  through  the  Legislative  Council.  The  program  also  provides  the  personnel 
required  to  support  the  programs  and  activities  of  the  agency  including  an 
executive  director  and  such  other  personnel  necessary  to  assist  in  the  preparation 
of  pioposed  legislative  acts  and  standing  and  select  committee  and  subcommittee 
reports  and  recommendations  and  to  carry  out  other  council  activities. 

Budget 

Personal  Services 

The  proposed  personal  services  budget  for  fiscal  1990  and  1991  provides 
funding  for  each  authorized  position  and  the  Legislative  Council.  One  FTE  is 
proposed  to  be  dropped  for  the  biennium.  A  0.75  FTE  session  position  to  serve 
as  a  personal  computer  coordinator  for  the  legislature  is  proposed  for  fiscal  1991. 
A  0.50  FTE  session  bill  drafter  position  is  dropped.  The  fiscal  1991  budget 
includes     $167,000     for     session     personnel     and     $30,000     in     session     overtime. 
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Comparing  fiscal  1988  actual  to  fiscal  1990  proposed  shows  increases  of  $86,000, 
accounting  for  vacancy  savings  experienced  in  fiscal  1988  as  a  result  of  a  reduced 
level  of  interim  activity  in  the  bienniiim  not  expected  to  continue.  In  fiscal  1990 
and  1991,  increases  of  $57,000  are  included  for  promotions  and  $9,000  for  position 
upgrades.  The  Legislative  Council  member  salaries  are  budgeted  at  the  0.50  FTE 
level  although  that  represents  about  $2,000  in  excess  of  the  actual  experience. 
All  positions  are  budgeted  at  the  value  of  a  grade  and  step  on  the  fiscal  1989  pay 
matrix  established  in  Section  2-18-312,  MCA.     No  vacancy  savings  are  included. 


Table  1 

Legislative  Council  Personal  Services  Budget 

1991  Biennium 


Fiscal 

1988 

Fiscal 

1990 

Fiscal 

1991 

Actual 

Actual 

Requested 

Requested 

Current  Level 

FTE 
0.22 

$ 

Expend. 
3>050 

FTE 

$ 

Budget 
6,777 

FTE 

$ 

Budget 

Committee 

0.50 

0.50 

6,777 

Administration 

8.<i9 

178,222 

9.20 

208,573 

9.20 

208,573 

Research 

S.77 

154,245 

7.00 

203,173 

7.00 

203,173 

Library 

1.84 

34,676 

2.00 

37,914 

2.00 

37,914 

Legal 

10.64 

318,005 

11.00 

343,898 

11.00 

343,898 

Data  Processing 

6.67 

167,894 

7.00 

178,472 

7.00 

178,472 

Editing/Proofing 

4.57 

83,136 

5.00 

94,590 

5.00 

94,590 

Session  Clerical 

0.00 

-0- 

0.00 

-0- 

10.00 

142,728 

Overtime 

7,755 

5,390 

27,130 

Benefits 

— 

193,723 

216,772 

240,439 

Total  Pers.  Svcs. 

38.20 

$1 

,140,706 

41.70 

$1 

,295,559 

51.70 

$1 

,483,694 

Vacancy  Savings 

4. SO 

42.70 

===== 

$1 

94,484 

,235,190 

======== 

0.00 

41.70 

===== 

-0- 

0.00 

51.70 

===== 

-0- 

Total  Current  Level 

fl 

,295,559 

$1 

,483,694 

======== 

Operating  Expenses 

Operating  expenses  constitute  about  25  percent  of  the  budget  in  this 
program  in  fiscal  1990  and  about  30  percent  in  fiscal  1991.  Of  that,  about  52 
percent  in  fiscal  1990  and  55  percent  in  fiscal  1991  is  budgeted  for  mainframe 
computer  charges  directly  related  to  bill  processing  and  related  activities.  Added 
costs  wiU  be  experienced  in  the  coming  biennium  due  to  the  necessity  to  convert 
the  mainframe  text  processing  program  used  to  process  bills  and  code  text  to  the 
upgraded  version.  The  operating  budget  includes  establishing  the  capacity  to 
use  CD  ROM  references  in  the  library.  Travel  budgets  are  restored  to  the  level 
proposed  prior  to  the  1987  legislature.  Table  2  shows  the  fiscal  1988 
expenditures  compared  to  the  proposed  budget  for  fiscal  1990  and  the  budgeted 
fiscal  1989  expenditures  compared  to  the  proposed  budget  for  fiscal  1991.  The 
differences  for  each  category  are  further  explained  below. 
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Table  2 

Comparison  of  Operating  Expenses  in  the  Fiscal  1988  Original 

Budget  and  the  Fiscal  1990  Budget  Request  Plus  the  Fiscal  1989  Budget 

and  the  Fiscal  1991  Budget  Request 


Category 

Actual 
FY88 

Budget 
FY88 

Request 
FY90 

Difference 
Act/Req 

Contracted  Services 

Supplies 

Communications 

Travel 

Rent 

Repairs 

Other 

$129,059 
23,313 
22,347 
6,954 
27,408 
14,631 
11.230 

$186,345 
33,660 
30,856 
20,452 
27,452 
22,915 
8,700 

$234,033 
38,547 
26,125 
34,938 
29,444 
42,829 
23.907 

$104,974 

15,234 

3,778 

27,984 

2,036 

28,198 

12,6767 

Total  Oper. 

Expense 

iiiiiiii 

liiQii§9 

mi: 

m 

lliiiiil 

Category 

Budget 
FY89 

Request 
FY91 

Difference 
Budget/Req 

Contracted  Services 

Supplies 

C  ommunications 

Travel 

Rent 

Repairs 

Other 

$349,888 
44,450 
32,573 
16,118 
58,366 
24,999 
6.432 

$399,561 
55,302 
28,796 
33,498 
30,976 
45,587 
22.768 

$  49,673 
10,852 
(3,777) 
17,380 
(27,390) 
20,588 
16.336 

Total  Oper. 

Expense 

1532. 

.826 

$616. 

^.m 

l=§i-§§?= 

Contracted  Services  -  $50,000  remains  budgeted  in  fiscal  1991  for  professional 
services  contracts  with  the  law  school  for  bill  drafting.  This  expenditure  was 
first  approved  by  the  legislature  in  1987  and  is  being  inaugurated  for  the  1989 
session.  Computer  processing  charges  to  be  paid  to  the  Department  of 
Administration  show  increases  of  approximately  $100,000  when  comparing  the  fiscal 
1988  actual  to  the  fiscal  1990  proposal.  This  increase  includes  $25,000  for 
managing  a  larger  database,  increased  communications  charges  due  to  access  by 
more  terminals,  and  increased  subscriptions  to  the  Department  of  Administration 
persotial  computer  support  services.  About  $74,000  is  included  for  costs 
associated  with  converting  the  ALTER  program  to  TextDBMS  which  is  the 
upgraded  version  of  the  text  processing  program.  The  1991  computer  processing 
budget  for  the  1989  session  was  based  on  the  1987  experience  adjusted  for  a 
larger  data  base,  the  different  processing  program,  and  increased  allowing  for 
more  bills.  Comparing  the  fiscal  1991  budget  to  fiscal  1987  actual  shows  an 
$81,000  overall  increase  accounting  for  these  contingencies.  Comparing  the  same 
to  the  fiscal  1989  budget  these  same  factors  account  for  a  $54,000  increase. 
Reductions  in  Department  of  Administration  computer  processing  rates  are 
accounted  for. 
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Table  3 

Contracted  Services  Budget 

1991  Biennium 


Contracted  Services 

Prof.  Services  -  Law  School 

Insurance  and  Bonds 

Payroll  Service  Fees 

Engraving 

Microfilm  Service  -  Dept.  of  Admin. 

Computer  Processing  -  Dept.  of  Admin. 

System  Trng  -  Data  Retrieval 

Records  Storage  -  Dept.  of  Admin. 

Printing  -  Dept.  of  Admin. 

Printing  -  Other  Provider 

SBAS  On-Line  E  and  E 

Miscellaneous 


-  -  Hon -Session 

Year 

-  -  -  Session 

Year 

Actual 

Budget 

Budget 

Budget 

FY88 

FY90 

FY89 

FY91 

$    -0- 

$   -0- 

$  50,000 

$  50,000 

2,281 

1,914 

2,282 

2,101 

7 

20 

21 

75 

7S 

75 

5,136 

5,000 

1,811 

2,000 

94,637 

194,434 

255,582 

307,296 

23,640 

26,004 

24,600 

28,604 

376 

100 

100 

100 

2,977 

3,385 

5,522 

6,610 

990 

1,397 

1,498 

-0- 

556 

556 

942 

1,150 

14,191 

700 

$129,059 

!?l^i911 

!5^?i§§§ 

$399,561 

Supplies  and  Materials  -  For  fiscal  1990,  most  categories  are  maintained  at  the 
fiscal  1988  actual  level  adjusted  for  inflation.  Approximately  $12,000  additional  is 
included  each  fiscal  year  for  purchase  and  maintenance  of  legal  references  on  CD 
ROM  media. 

Communications  -  The  communications  budget  was  based  on  fiscal  1987  and  fiscal 
1988  actual  costs  adjusted  for  inflation.  An  additional  $1,000  is  included  for 
computer  network  wiring  charges. 

Travel  -  Comparing  the  actual  fiscal  1988  expenditures  to  the  proposed  fiscal  1990 
budget  shows  a  significant  increase.  There  was  no  budgeted  or  actual  out-of- 
state  staff  travel  in  fiscal  1988.  The  proposed  budget  includes  $26,000  in  staff 
travel  for  training  seminars  and  participation  in  NCSL  and  CSG  meetings  of 
significance  to  staff.  The  proposed  staff  travel  budget  is  the  same  as  that 
proposed  prior  to  the  1987  session.  The  balance  of  the  travel  budget  represents 
legislative  council  meeting  costs. 

Rent  -  Rent  is  based  upon  the  building  rent  rates  announced  by  the  Department 
of  Administration  for  the  biennium,  with  an  additional  $1,440  included  in  fiscal 
1991  for  rental  of  data  processing  equipment  for  the  1989  session. 

Repairs  and  Maintenance  -  The  repair  and  maintenance  proposal  covers  allocated 
costs  of  building  grounds  maintenance  and  maintenance  contracts  on  office 
equipment,  including  computers.  About  $29,000  in  additional  maintenance  contract 
costs  are  included  each  year  to  cover  maintenance  on  personal  computers  going 
off  of  warranty  during  fiscal  1989. 

Other  Expenditures  -  Other  expenditures  for  fiscal  1990  remain  at  the  fiscal  1988 
expenditure  level  with   the  exception   of  registration  fees  which  increase   to  about 
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$23,000,    the  entire  amount  proposed.     The  registration  budget  is  restored  to  the 
level  proposed  prior  to  the  1987  session. 

Equipment 

The  equipment  proposal  includes  $4,000  for  office  equipment  and  $81,700  for 
data  processing  equipment  and  software.  The  additional  equipment  will  be  used 
to  extend  the  office  automation  environment  to  all  council  employees  needing  it 
and  to  maintain  and  upgrade  the  system. 


INTERIM 

STUDIES  AND 

CONFERENCES 

Actual 

Appropriated 

-   -   -  Current   Level   -   -   - 

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

2.00 

2.00 

2.00 

2.00 

0.00 

Personal  Services 

$   21,317 

$      -0- 

$   77,288 

$      -0- 

262.57 

Operating  Expenses 

90,791 

$112,108 

======== 

169,81^ 
$169,81^ 

464,221 

$541 ,509 

======== 

-0- 

78.15 

Total   Expenditures 

-0- 

======== 

__?2^?§. 

Fund  Sources 

General  Fund 

$    98,668 

$136,254 

$529,509 

$      -0- 

125.40 

State   Special 

^^,179 

7,821 

12,000 

-0- 

0.00 

other   Revenue 

9,261 

25,739 
$169,81^ 

-0- 

-0- 

(100.00) 

Total  Funds 

$541,509 

$     -0- 

======== 

.. ??!?§_ 

Program  Description 

The  Interim  Studies  and  Conferences  Program  exists  to  process  and  monitor 
the  expenditures  of  the  various  legislative  interim  committees  and  conferences. 

Budget 

The  proposed  budget  for  interim  studies  and  conferences  includes  funding 
for  studies  by  interim  committees  established  by  the  legislature  under  Sections 
5-5-202  through  5-5-217,  MCA;  other  interim  committees  established  by  permanent 
law;  and  interstate  cooperation  organizations  in  which  the  legislature  has  been  a 
participant.  Appropriations  in  this  budget  are  for  the  most  part  biennial;  dues 
for  the  Council  of  State  Governments  (CSG)  and  the  National  Conference  of  State 
Legislatures  (NCSL)  being  the  principal  exception.  Amounts  shown  for  the 
previous  biennium  include  all  ad  hoc  appropriations  for  interim  legislative 
activities  managed  or  supported  by  the  Legislative  Council  and  its  staff. 

The  Legislative  Council  proposes  this  budget  as  advisory  only.  The 
chairman  of  the  individual  statutory  committee  concerned  has  been  consulted.  It 
is  appropriate  to  regard  each  item  as  an  issue  on  its  own,   regardless  of  changes 
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up  or  down.  The  interim  committee  budgets  are,  for  the  most  part,  designed  to 
provide  the  following  costs  of  operating  a  committee  study:  member  travel  and 
salary  costs,  committee  printing  and  postage  costs,  consultant  costs,  and  any 
other  costs  incidental  to  a  particular  study.  Money  for  staff  personal  services  is 
not  included.  Since  neither  the  committee  members  nor  the  studies  to  be 
conducted  were  known  during  the  1987  session,  there  was  no  specific  anticipated 
allocation  of  costs  below  the  broad  appropriation  level,  nor  is  there  such  an 
anticipation  for  the  1991  biennium.  In  practice,  the  Legislative  Council  staff,  the 
council,  and  the  interim  committees  work  cooperatively  to  establish  specific 
budgets  and  expenditure  plans.  The  proposal  is  broken  down  to  first  level  in 
the  main  table  for  the  first  time  showing  a  proposal  for  personal  services  separate 
from  operating  expenses.  Table  4  provides  a  budget  comparison  by  type  of 
function/committee  from  the  1989  biennium  appropriation  to  the  1991  biennium 
proposal. 
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Table  4 

Interim  Studies  and  Conferences 

1989  Bienniiun  Appropriation/1991  Biennium  Proposed  Budget 


Interim  Standing  or  Temporary  Committees 
FTE 


19S9  Biennium 
2.00 


1991  Biennium 
Z.CO 


'/.   Change 


Joint  Interim  Committees  $  20,000 

Statewide  Issues  ( 5-11-1051 1  )  >  20,000 

Legislative  Reorg.  and  Improvement  Committee  ( LRIC )      50,000 
Select  Committee  on  Indian  Affairs  <t,500 

Districting  and  Apportionment  Commission  -0- 


$  75,000 
25,000 
-0- 
7,000 
6,287 


275.0 

25.0 

(100.0) 

55.6 


Subtotal 


PecBanent  Statutory  COaaittees 

Revenue  Oversight  Conunittee 
Coal  Tax  Oversight  Subcommittee 
Administrative  Code  Committee 
Capitol  Building  and  Planning 

Interstate  Cooperation 

National  Conference  of  State  Legislatures 

Salary 

Dues 

Travel 
Council  of  State  Governments 

Salary 

Dues 

Travel 
Five-State  Biennial  Conference 
MT-Western  Canadian  Boundary  Committee 
Forestry  Task  Force 

Total  Expenditures 

Funding 

General  Fund 

State  Special  Revenue 

Other  Special  Revenue 

Total  Funding 


$  30,000 
12,000 
14,000 
-0- 


$  30,000 
12,000 
14,025 
7,000 


0.0 
0.0 
0.0 


M/A 

$  13,512 

— 

46,4ZZ 

102,289 

120.3 

15,000 

43,800 

192.0 

M/A 

13,512 

— 

40,900 

88,700 

116.9 

15,000 

43,800 

192.0 

4,100 

16,498 

302.4 

2,000 

6,000 

200.0 

8,000 

37,086 

363.6 

$281,922 

$541,509 

92.1 

$234,922 

$529,509 

125.4 

12,000 

12,000 

0.0 

35,000 

-0- 

— 

$281,922 

$541 ,509 
======== 

__92^1_ 

An  analysis  of  each  function  or  committee  budget  is  presented. 

Interim  Standing  or  Temporary  Committees 

Total  appropriations  for  the  1989  biennium  amounted  to  $59,500  from  the 
general  fund.  The  appropriation  supported  three  interim  committees:  two  joint 
interim  subcommittees,  Basic  Education  and  Welfare;  the  statutory  Select 
Committee  on  Indian  Affairs;   and  the  Legislative  Reorganization  and  Improvement 
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Commission  (LRIC).  An  additional  $35,000  was  appropriated  to  LRIC  from  other 
special  revenue.  The  average  interim  committee  budget  supported  by  this 
category  is  $23,625.  Assuming  an  interim  committee  make-up  with  about  the  same 
mix  of  members  and  study  demands,  current  level  funding  could  once  again  fund 
only  two  interim  committees,  the  Select  Committee  on  Indian  Affairs,  and  a  special 
function  like  LRIC.  The  experience  with  interim  study  committees  in  the  1980s 
has  varied  from  as  many  as  six  to  as  few  as  two,  with  four  or  five  being  about 
normal . 

The  proposed  budget  includes  $75,000  for  five  interim  committees,  $7,000  for 
the  Select  Committee  on  Indian  Affairs,  $6,287  for  the  Districting  and 
Apportionment  Commission,  and  $25,000  for  statewide  issues  under  Section 
5-11-105,  MCA. 

Permanent  Statutory  Committees 

Revenue  Oversight  Committee  -  The  current  appropriation  is  sufficient  to  conduct 
the  10  or  12  meetings  anticipated  to  be  held  during  the  next  interim  to  fulfill  the 
committee's  statutory  duties.  Therefore,  the  proposed  budget  is  maintained  at 
$30,000  general  fund.  During  the  current  biennium,  the  committee  budget  was 
sufficient  to  allow  the  committee  to  conduct  all  the  meetings  that  members  felt 
were  required  to  perform  their  responsibilities.  It  is  anticipated  that  the  work  of 
the  committee  will  increase  if  the  legislation  proposed  requiring  committee  review 
of  administrative  procedures  for  the  adoption  of  the  administrative  rules  of  the 
Department  of  Revenue  is  adopted.  However,  no  additional  fiinding  is  proposed 
for  the  additional  assignment. 

Coal  Tax  Oversight  Subcommittee  -  The  $12,000  state  special  revenue  (coal  tax  - 
local  impact)  budget  proposed  is  the  same  dollar  amount  as  the  previous  budget. 
This  budget  would  continue  to  allow  the  subcommittee  to  fulfill  its  statutory 
oversight  duties. 

Administrative  Code  Committee  -  The  $14,025  general  fund  budget  proposed  is 
essentially  the  same  amount  as  appropriated  for  the  committee  for  the  current 
biennium.  The  budget  is  sufficient  to  allow  for  seven  meetings  and  associated 
support  costs. 

Capitol  Building  and  Planning  -  The  $7,000  general  fund  budget  proposed  does 
not  relate  to  any  previous  appropriation  for  the  committee,  but  is  based  instead 
on  the  full  participation  of  the  four  legislative  members  in  regtilar  committee 
meetings.  Because  the  committee  was  not  appropriated  any  funding  for  the  1989 
biennium,  many  issues  arising  during  fiscal  years  1988  and  1989  have  not  been 
considered,  but  must  be  addressed  in  the  1991  biennium  in  addition  to  the  issues 
typioally  addressed.  The  proposed  amount  would  allow  the  committee  to  meet 
eight  times  during  the  interim. 

Interstate  Cooperation 

NCSL  Dues  -  The  current  appropriation  is  $22,561  for  fiscal  1988  and  $23,861  for 
fiscal  1989.  The  current  appropriation  would  not  pay  the  full  dues  assessment  in 
the  coming  biennium,  the  same  situation  that  occurred  in  each  of  the  last  two 
bienniums.  NCSL's  requested  dues  for  Montana  for  fiscal  1990  and  1991  are 
$50,019  and  $52,270,  respectively,  which  are  included  in  the  general  fxuid  budget 
proposed.  The  dues  amount  is  based  upon  a  combination  of  a  flat  rate  per  state 
and  a  population  based  rate  as  set  at  the  annual  meeting  of  NCSL.     Montana  has 
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not  met  recent  increases  in  either  rate,  paying  only  a  portion  in  fiscal  1987  and 
only  one-half  of  its  assessment  in  each  of  fiscal  1988  and  fiscal  1989. 

NCSL  Travel  -  The  current  level  is  $15,000  for  the  biennium.  The  current 
appropriation  would  allow  about  1.73  committee  memberships  on  NCSL  committees 
assuming  full  member  participation  in  committee  responsibilities.  The  proposed 
$57,312  budget  would  allow  for  about  10  committee  memberships.  Ten 
memberships  has  been  common  in  recent  years,  with  the  exception  of  the  current 
biennium . 

CSG  Dues  -  The  current  appropriation  is  $20,150  for  fiscal  1988  and  $20,750  for 
fiscal  1989.  The  proposed  budget  includes  $43,100  in  fiscal  1990  and  $45,600  in 
fiscal  1991,  both  general  fund,  to  pay  the  dues  assessments.  The  current 
appropriation  was  insufficient  to  pay  the  dues  in  either  fiscal  1988  or  1989.  Not 
since  fiscal  year  1986  has  Montana  paid  its  full  dues  to  CSG. 

CSG  Travel  -  The  current  appropriation  is  $15,000  for  the  biennium.  The 
current  appropriation  would  allow  2.35  committee  memberships  on  CSG  committees 
assuming  full  member  participation  in  committee  responsibilities.  The  proposed 
budget  of  $57,312  general  fund  would  allow  for  about  eight  committee  member- 
ships. Eight  memberships  has  been  common  in  recent  years,  with  the  exception 
of  the  current  biennium. 

Five- State  Conference  Travel  -  The  appropriation  in  the  current  biennium  is 
$4,100  of  which  $1,892  was  spent.  This  biennium,  the  biennial  conference  is 
scheduled  to  be  held  in  Helena,  Montana,  probably  in  September  or  October  of 
1989.  The  proposed  budget  of  $16,498  general  fund  should  allow  about  50 
Montana  legislators  to  participate  in  the  3 -day  conference,  plus  expense 
reimbursement  for  planning  the  conference. 

Montana-Western  Canadian  Provinces  Boundary  Advisory  Committee  -  The  current 
appropriation  for  the  committee  is  $2,000  for  the  biennium.  The  bill  creating  the 
committee  had  estimated  a  cost  of  $5,880  to  support  the  costs  of  the  legislative 
members  and  staff  to  attend  one  meeting  in  Montema  and  one  meeting  in  Canada 
during  the  biennium.  The  proposed  budget  of  $6,000  general  fund  should 
support  the  level  of  activity  by  legislative  committee  members  during  the  1991 
biennium  that  was  anticipated  in  the  enabling  legislation. 

Western  States  Legislative  Forestry  Task  Force  -  The  current  appropriation  to  the 
committee  is  $8,000  which  was  instifficient  to  support  dues  or  travel.  The  task 
force  forgave  Montana  its  dues  assessment  for  the  biennium.  The  proposed 
budget  of  $37,086  general  fund  for  the  biennium  includes  $5,500  dues  for  each  of 
fiscal  1990  and  1991.   The  balance  is  legislative  salary  and  travel  funding. 


A-23 


LEGISLATIVE  COUNCIL 
Page  11 


REIMBURSABLE  ACTIVITIES 

Actual 

Appropriated 

Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

0.00 

0.00 

0.00 

0.00 

0.00 

Operating  Expenses 

^'ilZ.Z'f? 

$363,080 

$685,^35 

$     -0- 

(11.59) 

Equipment 

62 

-0- 

1,600 

$687,035 

======== 

-0- 

Z<»80.65 

Total  Expenditures 

$363,080 
======== 

!__:9:.. 

ni^^O) 

Fund  Sources 

State  Special 

$'fl2,311 

======== 

$363,080 

$687,035 

$  _-o-__ 

JlW-AV. 

Program  Description 

The  Reimbursable  Activities  (formerly  titled  Montana  Code  Annotated) 
Program  supports  the  publication  and  distribution  of  the  Montana  Code  Annotated 
Statute  Text,  Annotations,  and  ancillary  publications  issued  under  Sections 
1-11-301  and  1-11-303,  MCA,  and  supports  the  provision  of  reimbursable  services 
provided  by  the  council  office. 

Budget 

The  budget  shows  a  reduction  of  $88,000  over  the  biennium.  Individual 
items  are  set  at  the  anticipated  biennium  actual  expenditure  with  the  exception  of 
equipment.  An  equipment  budget  of  $1,600  is  included  to  allow  for  the  replace- 
ment of  a  heavy  duty  printer  should  that  be  necessary.  The  entire  budget  is 
state  special  revenue  supported  by  revenues  derived  from  services  such  as  sales 
of  books  and  documents. 
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Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

'i.ZB 

4.25 

4.25 

4.25 

0.00 

Personal  Services 

$181,893 

$173,898 

$184,568 

$185,017 

3.88 

Operating  Expenses 

460,945 

568,238 

575,490 

591,194 

13.36 

Equipment 

2,106 

2,200 

3,845 

1,260 

18.56 

Total  Operating  Costs 

$6<»4,944 

$744,336 

$763,903 

$777,471 

10.95 

Non-Operating  Costs 

-0- 

100,000 

100,000 

100,000 

$877,471 

100.00 

Total  Expenditures 

$644,944 

-16^21 

Fund  Sources 

State  Special 

$644,944 

$844,336 

======== 

$863,903 

$877,471 

16.93 

====== 

Program  Description 

The  Office  of  the  Consumer  Counsel  was  created  by  Article  XIII,  Section  2 
of  the  Montana  Constitution  of  1972.  The  office  is  governed  by  Title  V,  Chapter 
15,  MCA  and  by  Title  69,  Chapters  1  and  2,  MCA.  The  Consumer  Counsel  is 
charged  with  the  duty  of  "representing  consumer  interests  in  hearings  before  the 
Public  Service  Commission  or  any  other  successor  agency,"  The  Consumer 
Counsel  also  may  initiate,  intervene  in,  or  otherwise  participate  in  appropriate 
proceedings  in  the  state  and  federal  courts  and  in  proceedings  before  federal 
administrative  agencies  on  behalf  of  the  consuming  public  in  Montana. 

Budget 

The  1991  biennium  budget  for  the  Montana  Consumer  Counsel  consists  of  a 
base  appropriation  for  normal  operating  costs  and  a  contingency  appropriation  of 
$100,000  each  fiscal  year  for  costs  of  expert  consultants  associated  with  an 
unanticipated  caseload  increase. 

The  table  above  indicates  a  total  16.93  percent  increase  from  the  1989  to 
1991  biennium  because  in  fiscal  year  1988  the  office  expended  only  76  percent  of 
the  total  amount  appropriated.  This  was  due  to  several  major  cases  being  post- 
poned which  were  scheduled  in  fiscal  year  1988.  A  comparison  between  the 
amounts  appropriated  for  the  1989  and  1991  bienniums  would  show  only  a  3 
percent  increase. 

The  primary  expenditure  areas  of  the  budget  are  explained  below. 

Personal  Services 

The  personal  services  portion  of  the  budget  funds  the  Consumer  Counsel 
staff    and    Legislative    Consumer    Committee,    which    have    4.25    FTE.       The    staff 
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consists  of  the  administrator  who  is  the  Consumer  Counsel,  a  utility  analyst,  a 
staff  attorney,  and  an  administrative  secretary.  The  Legislative  Consumer 
Committee  represents  the  0.25  FTE. 

Staff  salaries  were  frozen  at  the  rates  in  effect  July,  1985  until  January, 
1988  when  the  incumbent  administrator  resigned.  Some  promotions  were  implement- 
ed at  that  time  to  compensate  the  remaining  staff  for  increased  workload  and 
duties.  With  the  hiring  of  a  new  administrator  in  April  1988,  two  staff  salaries 
were  adjusted  downward,  but  salaries  are  $8,400  more  in  total  than  the  July  1987 
salary  level. 

The  budget  for  the  1991  biennium  reflects  the  same  salaries  that  have  been 
in  effect  for  the  staff  since  April  1988,  with  the  exception  of  the  administrator's 
salary  for  the  biennium  which  is  at  $44,625,  the  same  level  as  that  for  the 
previous  administrator.  The  amount  budgeted  for  committee  salaries  was 
increased  from  $3,905  to  $5,213  for  the  1991  biennium  to  reflect  actual  experience 
for  meetings  and  conferences  in  the  previous  biennium. 

Table  1  summarizes  the  personal  services  budget  for  the  1991  biennium.  No 
increases  from  fiscal  year  1989  salaries  are  included.  The  only  change  between 
1990  and  1991  is  for  longevity  increases  anticipated  for  the  present  staff  at 
present  salaries  and  related  benefits.  No  vacancy  savings  is  budgeted  in  current 
level. 


Table  1 

Montana  Consiimer  Counsel  Personal  Services  Budget 

1991  Biennium 


Current  Level 

Committee 

Administrative 

Professional 

Clerical 

Longevity 

Benefits 

Health  Insurance 

Total  Current  Level 


Requested 

Fiscal  1990 

Fiscal  1991 

FTE 

Budget 
$     5,213 

Budget 

0.25 

$     5,213 

1.00 

44,625 

44,625 

2.00 

79,001 

79,001 

1.00 

25,551 

25,551 

1,870 

2,152 

22,788 

22,955 

5,520 

5.520 

4.25 

$184,568 

$185,017 

Operating  Expenses 

The  operating  expenses  category  is  explained  at  the  second  level 
expenditure.  Table  2  shows  a  comparison  of  the  1991  biennium  budget  with  actual 
fiscal  1988  and  appropriated  fiscal  1989  figures. 
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Table  2 
Operating  Expenses  and  Equipment  Budget 


Budget  Item 

Contracted  Services 

Supplies 

Communications 

Travel 

Rent 

Repair 

Other 

Total  Operating  Costs 


Actual 

Appropriated 

FY88 

Fiscal  1989 

$406,083 

$515,903 

1,566 

3,790 

9,927 

8,475 

25,027 

22,500 

8,400 

7,420 

1,598 

2,700 

8.344 

7.450 

li§Q.5i5 

|5§§,23§ 

-  -  Current 

Level 

FY90 

FY91 

$519,095 

$534,720 

1,929 

1,980 

8,913 

8,540 

26,353 

26,579 

9,000 

9,000 

2,200 

2,350 

8.000 

8.025 

lil^jeg 

l§ihlii 

Contracted  Services  -  This  category  represents  approximately  60  percent  of  the 
total  Consumer  Counsel  budget.  For  the  1991  biennium,  the  office  requests 
funding  at  the  same  level  as  the  1989  biennium.  The  fiscal  year  1990  budget 
includes  $3,000  to  enable  the  office  to  access  Westlaw.  The  fiscal  year  1991 
budget,  excluding  the  $100,000  contingency,  was  inflated  by  3  percent  to  reflect 
previous  experience. 

The  majority  of  the  expenses  in  this  category  are  paid  to  expert  witnesses 
and  consultants  and  are  controlled  by  the  fluctuating  caseload  generated  by 
regulated  utilities  and  transportation  companies.  It  is  anticipated  that  caseload 
requirements  will  increase  over  fiscal  year  1988  for  several  reasons.  As  men- 
tioned above,  several  major  cases  scheduled  in  fiscal  year  1988  were  postponed. 
In  addition,  it  is  expected  that  several  broad  regulatory  initiatives  at  the  federal 
government  level  will  increase  the  frequency  and  complexity  of  state  filings  in  all 
major  utility  industries,  but  especially  in  the  areas  of  telephone  depreciation  and 
natural  gas  purchase  practices.  Regtdar  filings  are  expected  from  all  major 
Montana  utilities  and  it  is  anticipated  that  independent  telephone  companies  will 
more  frequency  adjust  access  charges  and  other  inter- exchange  company  compensa- 
tion arrangements.  Increasing  costs  caused  by  the  declining  electric  power  and 
gas  surpluses,  as  well  as  increased  investment  in  advanced  telecommimications 
equipment,  are  also  expected  to  exert  pressure  for  more  frequent  filings. 

This  category  al«:o  covers  expenses  for  insurance  and  bonds,  payroll  fees, 
occasional  secretarial  services,  court  reporter  fees  for  transcripts,  and  various 
services  provided  by  the  Department  of  Administration.  Amounts  budgeted  for 
these  items  are  based  on  actual  fiscal  1988  expenditures  adjusted  for  inflation  or 
upon  estimates  from  the  Department  of  Administration. 

Supplies  and  Materials  -  The  supplies  and  materials  category  was  reduced  to  more 
accurately  reflect  actual  experience  in  fiscal  year  1988  adjusted  for  inflation. 

Communications  -  The  biennium  budget  for  communications  was  based  on  fiscal 
year  1988  actual  experience  adjusted  for  inflation. 

Travel  -  The  travel  budget  is  based  on  fiscal  year  1988  actual  experience 
adjusted  for  inflation. 
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Rent  -  The  current  rent  is  assured  through  the  1991  biennium  by  the  lessor. 

Repair  -  The  repair  and  maintenance  budget  was  increased  slightly  for  known 
inflation  in  contracts  for  computer  eqmpment. 

Other  Expenditures  -  This  category  is  budgeted  at  slightly  less  than  fiscal  year 
1988  to  reflect  estimated  annualized  costs  of  subscriptions  and  purchase  of 
resource  information  pertinent  to  current  cases  and  fees  for  training  conferences. 

Equipment 

The  $3,845  requested  for  fiscal  year  1990  covers  phone  equipment  being 
purchased  through  contract,  a  modem  to  assist  computer  communication  through 
the  mainframe  to  other  agencies,  a  FAX  machine  to  enhance  capabihties  of  sending 
and  receiving  written  information  from  consultants,  and  purchase  of  two  files  and 
a  replacement  chair.  The  amount  of  $1,260  requested  for  fiscal  year  1991  is  for 
purchase  of  two  metal  files  and  a  replacement  tape  recorder.  The  phone 
equipment  purchase  contract  will  be  fulfilled  during  fiscal  year  1990. 

Non- Operating  Expenses 

This  appropriation  is  a  contingency  for  expert  witness  fees  for  unanticipated 
caseload,  and  is  line -itemed. 

Funfling 

The  sole  funding  source  for  the  Office  of  the  Consumer  Coxuisel  is  a  tax 
levied  on  all  regulated  entities  under  the  Public  Service  Commission's  jurisdiction 
(gas,  electric,  telephone,  water  and  sewer  utilities,  motor  carriers,  and 
railroads).  The  tax  is  collected  by  the  Department  of  Revenue.  The  tax  rate 
can  be  adjusted  quarterly,  if  necessary,  to  adjust  for  a  cash  carryover  from  the 
previous  fiscal  year.  The  crediting  of  any  cash  balance  to  the  next  fiscal  year 
prevents  the  accrual  of  significant  cash  balances.  For  the  1989  biennium,  the  tax 
has  been  at  $.70  per  $1,000  of  the  regulated  entities'  gross  operating  revenue. 
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Actual 

Appropriated 

-   -  Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

6.50 

6.50 

6.50 

6.50 

0.00 

Personal  Services 

$175,976 

$178,228 

$182,225 

$177,227 

1.48 

Operating  Expenses 

86,521 

113,677 

79,756 

55,245 

(32.57) 

Equipment 

485 

3,000 

3,000 

3,000 

72.17 

Total   Expenditures 

$262,982 

$29^,905 

$26^,981 

tmim 

L19i??2 

Fund  Sources 

General   Fund 

$217,078 

$239,609 

$238,781 

$235,742 

3.91 

State  Special 

«,90'i 

55,296 
$29^,905 

26,200 
$264,981 

-0- 

(74.11) 

Total  Funds 

!?«£?§? 

$235,472 

il9l292 

Program  Description 

The  Environmental  Quality  Council  (EQC)  was  created  in  1971  by  the  Montana 
Environmental  Policy  Act  (MEPA).  Two  programs  exist  within  the  agency.  The 
Environmental  Quality  Council  Program  is  responsible  for  the  general  EQC  program 
and  is  charged  to  achieve  the  environmental  quality  goals  established  in  MEPA. 
The  Water  Policy  Committee  is  responsible  for  advising  the  legislature  on  state 
water  policy,  and  utilizes  the  staff  of  the  EQC  for  support. 

Budget 

The  1991  biennium  budget  for  the  EQC  is  presented  as  approved  by  the 
Environmental  Quality  Council  and  the  Water  Policy  Committee.  Two  programs 
exist  within  the  agency  for  general  operation  of  the  EQC  and  operation  of  the 
Water  Policy  Committee.  In  fiscal  1988  there  were  three  appropriations  for  the 
agency:  EQC  program,  water  policy  operations,  and  the  water  rights  adjudication 
study.  The  $75,000  biennial  appropriation  from  water  development  funds  for  the 
adjudication  study  was  a  one-time  appropriation  and  is  not  continued  into  the  1991 
biennium. 

The  total  budget  request  decreases  10.3  percent  from  the  1989  biennium  to 
the  1991  biennium  due  to  the  inclusion  of  funds  for  the  water  rights  adjudication 
study  in  the  1989  biennium  only.  The  1991  biennium  operations  budget  is  based 
on  non- session  and  session  years. 

Funding 

The  EQC  program  is  supported  by  general  fund,  and  the  Water  Policy 
program  is  supported  through  resource  indemnity  trust  state  special  revenue 
funds.  The  Water  Policy  Committee  funding  is  a  biennial  appropriation  that 
appears  in  fiscal  1990  imder  both  personal  services  and  operating  expenses. 


A-29 


ENVIRONMENTAL  QUALITY  COUNCIL 

Page  2 

ENVIRONMENTAL  QUALITY 

PROGRAM 

Actual 

Appropriated 

-   -  Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

6.25 

6. 25 

6.25 

6.25 

0.00 

Personal  Services 

$172,<i28 

$176,976 

$176,9'»5 

$177,227 

1.36 

Operating  Expenses 

'f't,165 

59,635 

58,836 

55,2<^5 

9.91 

Equipment 

485 

3,000 

3,000 

3,000 

72.17 

Total  Expenditures 

$217i9Z§ 

mtim 

$238,781 

======== 

$235,^72 

_li§§ 

Fund  Sources 

General  Fund 

!?lZl9Z§ 

$239,609 

$238,781 

======== 

$235,^72 

_?1§§ 

Program  Description 

The  Environmental  Quality  Council  was  created  in  1971  by  the  Montana 
Environmental  Policy  Act  (MEPA) .  As  an  arm  of  the  legislature,  the  EQC  is 
charged  with  implementing  the  provisions  of  MEPA  with  numerous  other  statutory 
duties,  as  well  as  completing  projects  that  are  assigned  to  it  by  the  legislature. 
The  EQC  reviews  the  policies  and  programs  of  Montana  state  agencies  that  are 
concerned  with  environmental  matters  and  natural  resource  development  and 
conservation.  The  council  researches  and  analyzes  environmental  trends  and 
problems  and  recommends  ways  to  improve  the  state's  natural,  social,  and 
economic  environments.  It  assists  the  legislature  with  natural  resource 
legislation,  and  staffs  the  natural  resources  standing  committees  and  the  Water 
Policy  Committee. 

Budget 

Current  level  changes  over  the  two  bienniums  are  minor.  The  EQC  actual 
expenses  for  fiscal  1988  were  lower  than  what  was  approved  by  the  1987 
legislature  in  three  categories:  1)  personal  services- -because  of  a  short-term 
vacancy  that  is  now  filled;  2)  operating  expenses- -because  of  curtailment  of  the 
subdivision  study;  and  3)  equipment- -because  old  equipment  did  not  break  down 
as  expected. 

Personal  Services 

Personal  services  for  the  1991  biennium  increase  1.36  percent  from  the  1989 
biennium.  The  FTE  level  of  6.25,  including  0.75  for  the  council  and  5.50  for 
staff,  remains  the  same.  EQC  has  not  budgeted  for  any  salary  increases. 
Salaries  and  benefits  are  included  for  EQC  members  and  staff.  A  vacancy 
savings  of  2  percent,  comparable  to  the  1989  biennium  reduction,  is  included; 
however,  the  Environmental  Quality  Council  voted  to  protest  the  inclusion  of 
vacancy  savings  in  this  small  agency's  budget. 
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Operating  Expenses 

Operating  expenses  for  the  1991  biennium  increase  9.91  percent  from  the 
1989  biennium.  Table  1  explains  this  increase  in  detail  to  the  second  expenditure 
level.     Three  categories  include  changes  from  current  budgets: 

1)  Contracted  Services  -  These  services,  which  include  printing, 
photocopying,  insurance  and  bonds,  computer  processing,  records  storage, 
and  consultants,  are  budgeted  at  $5,000  less  than  what  was  budgeted  for 
each  year  of  the  current  biennium,  but  at  more  than  what  was  actually  spent 
in  fiscal  1988.  Expenses  increase  each  odd-niunbered  or  session  year  due  to 
increased  printing  costs. 

2)  Travel  -  EQC  and  staff  travel  is  reduced  $5,000  each  year  from  what  is 
currently  budgeted,  but  is  increased  from  what  was  actually  spent  in  fiscal 
1988.  EQC  directs  that  the  budget  be  prepared  as  if  every  member  will 
attend  all  meetings.  In  non- session  years,  the  budget  is  planned  for  eight 
days  of  meetings  at  $2,200  each.  The  remainder  of  the  budget  is  for  staff 
travel  to  out-of-town  meetings.  In  session  years,  travel  is  reduced  due  to 
fewer  interim  meetings. 

3)  Rent  -  EQC  did  not  pay  rent  during  the  1989  biennium.  In  the  1991 
biennium,  the  budget  includes  $6,000  each  year  for  rent  on  a  square  footage 
basis  for  its  new  office  space.  This  move  was  accomplished  at  the  request 
of  the  Speaker  of  the  House  of  Representatives. 

Table  1 
Comparison  of  Appropriated  Operating  Expenses  to  Proposed 


Actual 

Legislature 

FY88 
$16,913 

1989 

Contracted  Services 

$27,355 

Supplies 

2,396 

1,800 

Communications 

7,459 

8,944 

Travel 

14,730 

18,534 

Repair/Maintenance 

343 

500 

Rent 

100 

-0- 

Other  Expenses 

2.224 

2.500 

Total 

lii.l§§ 

l§i.§33 

-  -  -  -  Proposed  -  -  - 

FY90 

FY91 

$18,856 

$22,355 

2,396 

2,396 

7,959 

7,960 

20,625 

13,534 

500 

500 

6,000 

6,000 

2,500 

2.500 

m.m 

i§5,2ii 

Equipment 

The  EQC  was  budgeted  to  receive  $3,000  each  year  of  the  1989  biennium  for 
equipment,  including  computers  and  office  equipment.  Because  the  existing 
equipment  continued  to  serve  the  agency's  needs,  only  a  small  portion  of  that 
amotint  was  spent  in  fiscal  1988.  The  full  amoiuit  will  be  spent  in  1989  to 
upgrade  computer  equipment  to  be  compatible  with  the  Legislative  Council  network 
for  bill  drafting  and  report  development.  EQC  currently  relies  on  the  Legislative 
Council  to  support  its  computer  capabilities.     Each  year  of  the  biennium  $3,000  is 
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needed,   which  shows  as  a  large  percentage  increase  but  reflects  no  increase  from 
what  was  budgeted  for  the  current  biennium. 

ProgTam  Summary 

Overall,  the  1991  biennium  budget  shows  a  3.85  percent  increase  over  the 
1989  biennium.  However,  1991  biennium  budget  represents  a  decrease  of  2 
percent  from  what  was  budgeted  and  approved  by  the  legislature  for  the  1989 
biennium . 


WATER  POLICY  COMMITTEE 


Budget  Item 

F.T.E. 

Personal  Services 
Operating  Expenses 

Total  Expenditures 

Fund  Sources 

State  Special 


Actual 

Appropriated 

-  -  -  Current 

Level  

•/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

1988 

1989 

1990 
0.25 

1991 
0.25 

Biennium 

0.25 

0.25 

0.00 

$  3,5'»8 

$  1,252 

$  5,280 

$  -0- 

10.00 

4Z,356 

54,044 

20,920 

$26,200 
======= 

-0- 

(78.30) 

!^§I??^ 

!_:?:__ 

SJJt-.Wl 

$45,904 

======= 

$55,296 

======= 

$26,200 

?_:?:__ 

\l't:\\l 

Program  Description 

The  second  program  of  the  Environmental  Quality  Coiuicil  is  the  operation  of 
the  Water  Policy  Committee,  which  was  created  statutorily  by  the  1985  legislature. 
The  Water  Policy  Committee's  duties  include  advising  the  legislature  on  the 
adequacy  of  the  state's  water  policy  and  of  important  state,  regional,  national, 
and  international  developments  relating  to  Montana's  water  resources;  overseeing 
the  policies  and  activities  of  the  Department  of  Natural  Resources  and 
Conservation  and  other  entities  as  they  relate  to  water  management;  analyzing  and 
commenting  on  the  state  water  plan,  the  water  development  program,  water 
research,  and  the  water  data  management  system;  and  reporting  to  the  legislature 
each  biennium. 


Budget 

The  1987  legislature  directed  the  Water  Policy  Committee  to  hire  a  consultant 
to  conduct  an  independent  analysis  of  Montana's  water  rights  adjudication  process 
and  appropriated  $75,000  for  the  biennium  for  this  purpose.  The  study  has  been 
completed  and  the  budget  will  decrease  accordingly.  The  budget  for  the  general 
operation  of  the  Water  Policy  Committee  receives  a  biennial  appropriation  from  the 
state  special  revenue  resource  indemnity  account. 

The  current  level  explanation  for  the  Water  Policy  Committee  has  two  parts: 
personal  services  and  operating  expenses. 
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Personal  Services 


A  personal  services  budget  of  $4,800  for  the  biennium  exists  currently.  For 
the  1991  biennium  $5,280  is  proposed.  This  more  accurately  reflects  compensation 
costs  for  members  of  the  Water  Policy  Committee.  Staff  salaries  for  the  Water 
Policy  Committee  are  absorbed  in  the  general  EQC  program.  An  FTE  level  of  0.25 
is  allocated  for  compensation  to  the  committee. 

Operating  Expenses 

Only  three  categories  of  operating  expenses  are  budgeted  for  the  Water 
Policy  Committee.  These  include:  contracted  services- -$7,920;  postage  and 
mailing- -$1,000;  and  travel- -$12, 000.  These  are  biennial  appropriations  and 
remain  constant  except  for  contracted  services,  which  is  lowered  to  aUow  for  the 
slight  increase  in  committee  member  compensation.  All  other  expenses  for 
operation  of  the  committee  are  absorbed  within  the  general  EQC  program  budget. 

Program  Summary 

The  Water  Policy  Committee  operations  budget  is  essentially  the  same  as  in 
previous  years.  The  completion  of  the  study  of  water  rights  adjudication 
provides  large  percentage  reductions  to  the  committee's  budget  in  the  program's 
main  table.  Because  the  committee  receives  a  biennial  appropriation,  comparison 
of  actual  expenses  in  fiscal  1988  to  the  proposed  budget  is  misleading.  There  is 
no  actual  percentage  increase  or  decrease  in  the  1991  budget  request. 
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FTE 
Fiscal  1991 

------  Biennium 

General  Fund 

Total  Funds 

90.50 
90.50 

$8,414,399 
8,495,060 

$9,687,231 
9.691.377 

=M^ 

l==i§Qii§il 

l===tiiliil 

JUDICIARY 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 


Executive  Budget 
LFA  Current  Level 

Executive  Over  (Under)  LFA 


The  executive  budget  is  lower  than  LFA  current  level  by  $80,661  in  general 
fund  and  $4,146  in  total  funds.  The  major  differences  occur  due  to:  1)  the 
vacancy  savings  calculation;  2)  the  reduction  in  funding  in  LFA  current  level  for 
one  position;  3)  reductions  in  operating  expenses  in  the  executive  budget;  and  4) 
a  fund  transfer  in  the  executive  budget  for  the  Courts  of  Limited  Jurisdiction. 

ISSUE  1:     VACANCY  SAVINGS 

The  executive  budget  applied  2  percent  vacancy  savings  to  the  Judiciary 
budget,  as  compared  to  a  4  percent  rate  in  LFA  current  level  for  four  of  the  five 
Judiciary  programs.  No  vacancy  savings  was  applied  to  the  District  Courts. 
This  results  in  the  executive  budget  being  $22,397  higher  than  LFA  current 
level. 


ISSUE  2:     BUDGET  AND  FINANCE  OFFICER 

The  executive  budget  fimds  a  0.50  FTE  as  a  budget  and  finance  officer 
because  the  agency  used  the  0.50  FTE  for  this  position.  However,  the  1987 
legislature  appropriated  the  position  as  a  secretary  and  the  position  is  maintained 
as  a  secretary  in  LFA  current  level.  Converting  the  0.50  FTE  position  from  a 
secretary  to  a  finance  officer  results  in  the  executive  budget  being  $23,718 
higher  than  LFA  current  level. 

ISSUE  3:     OPERATING  EXPENSES 

The  executive  budget  was  higher  than  LFA  current  level  in  most  categories 
of  operating  expenses  in  the  Boards  and  Commissions  Program,  but  was  lower  in 
operating  expenses  in  the  Law  Library  and  District  Courts  Programs,  particularly 
in  on-line  legal  research  services  for  the  Law  Library  and  in  travel  and  training 
expenses  for  the  District  Courts.  This  resulted  in  the  executive  budget  being 
lower  than  LFA  current  level  by  $44,031. 

ISSUE  4:     FUNDING  FOR  THE  COURTS  OF  LIMITED  JURISDICTION 

The  executive  budget  includes  $47,900  in  a  new  state  special  revenue 
account  to  fund  training  conferences  for  the  Courts  of  Limited  Jurisdiction,  with 
revenues   to   come   from   tuition   fees   charged   for   the   conferences.      LFA   current 
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level  funds  the  training  costs  out  of  current  level  with  the  recommendation  that 
the  general  fund  be  reimbursed  for  the  cost  of  the  training  with  tuition  fee 
deposits  to  the  general  fvmd,  as  opposed  to  setting  up  a  state  special  revenue 
ftind.  The  different  funding  source  results  in  higher  state  special  revenue 
fimding  of  $47,900  in  the  executive  budget,  with  general  fund  being  reduced  by 
a  like  amount. 
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Actual 

Appropriated 

Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

92.50 

90.50 

90.50 

90.50 

(2.00) 

Personal  Services 

$3,701,«»60 

$3,685,553 

$3,666,7<»1 

$3,674,579 

(0.62) 

Operating  Expenses 

778,789 

853,13<i 

940,423 

920,654 

14.04 

Equipment 

271,615 

205,638 

255,706 

233,274 

2.46 

Total  Expenditures 

f^,751,8W 

$^,7^^,325 

$4,862,870 

$4,828,507 

========== 

___2^06_ 

Fund  Sources 

General  Fund 

$*,217,089 

$^,256,586 

$4,261,327 

$4,233,733 

0.Z5 

State  Special 

'i67,032 

^♦87,739 

601 ,543 

594,774 

25.30 

Federal  and  Other  Revenue 

67, 7« 
$4,751,8W 

-0- 

-0- 

-0- 

(100.00) 

Total  Funds 

$4,7'»*,325 

$4,862,870 

$4,828,507 
========== 

___2^06_ 

Prognram  Description 

The  judicial  branch  of  state  government  is  provided  for  in  Article  III, 
Section  I,  and  Article  VII  of  the  Montana  Constitution.  In  Section  II  of  Article 
VII,  the  jurisdiction  of  the  Supreme  Court  is  defined.  That  jurisdiction  consists 
of  all  appellate  jurisdiction  and  original  jurisdiction  in  petitions  for  writs  of 
habeas  corpus  and  other  such  writs,  general  supervisory  control  over  all  courts, 
and  rule  making  powers  of  Montana's  courts. 

Budget 

Current  level  for  the  Judiciary  provides  for  a  2.1  percent  increase  from  the 
1989  biennium  to  the  1991  biennium.  The  increase  is  primarily  funded  by  state 
special  revenue  funds. 

Personal  services  decrease  slightly  due  to  the  elimination  of  2.0  FTE  included 
in  fiscal  1988  only  for  the  State  Law  Library  Faxnet  Program,  funded  by  a 
privHte  trust.  Further,  vacancy  savings  for  the  agency  was  higher  in  fiscal  1988 
than  the  amount  included  in  the  1991  biennium  current  level.  Salaries  were  held 
at  1989  biennium  appropriated  levels. 

Operating  expenses  increase  14.0  percent,  due  predominantly  to  the  inclusion 
of  significantly  higher  estimates  ($95,000  above  actual  fiscal  1988  expenditures) 
for  rapid  growth  in  usage  by  public  and  private  legal  entities  of  legal  research 
databases  such  as  Westlaw,  offered  by  the  State  Law  Library.  Increased  usage 
will  be  fiuided  by  revenues  from  users  to  pay  for  the  service.  Other  increases 
in  current  level  are  for  service  fees  charged  by  other  state  agencies  for  items 
such  as  rent  and  accounting  system  charges,  and  a  moderate  increase  in  the 
Water  Courts  Program  current  level  over  fiscal  1988  expenditures  for  anticipated 
increases   in   caseloads.      With   the   exception   of   the    State   Law   Library   Program, 
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current  level  in  the  Judiciary's  other  four  programs  for  the  1991  biennium  are 
higher  than  actual  costs  incurred  in  fiscal  1988,  but  are  less  than  the  fiscal  1989 
appropriation . 

Approximately  85  percent  of  the  equipment  budget  for  the  Judiciary  is  for 
books  for  the  State  Law  Library. 

Funding 

The  Judiciary  is  funded  by  general  fund  with  the  exception  of  the  Water 
Courts  Program,  which  is  funded  by  the  Water  Development  State  Special  Revenue 
Fund,  and  the  legal  research  subscription  service  (including  Westlaw)  in  the  State 
Law  Library,  which  is  funded  by  a  state  special  revenue  account  that  receives 
reimbursement  from  all  service  users.  The  25.3  percent  increase  in  state  special 
revenue  funds  is  due  primarily  to  the  increase  in  estimates  of  the  customer  usage 
of  legal  research  databases  discussed  above.  Federal  and  other  funding  in  fiscal 
1988  included  $7,158  in  federal  funds  for  budget  amendments  in  Supreme  Court 
operations  and  $60,585  in  private  trust  funds  for  the  State  Law  Library  Faxnet 
Program . 


SUPREME  COURT  OPERATIONS 


Actual 

Appropriated 

-  -  -  Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

32.00 

32.00 

32.00 

32.00 

0.00 

Personal  Services 

$1,033,610 

$1,028,807 

$1,020,068 

$1,022,032 

(0.99) 

Operating  Expenses 

26<»,9<»5 

297,8'»3 

29<i,915 

277,997 

1.80 

Equipment 

23,925 

$1,322,480 

========== 

-0- 

20,068 

$1,335,051 

========== 

14,836 

$1,314,865 

========== 

45.89 

Total  Expenditures 

$1,326,650 

___0^03_ 

Fund  Sources 

General  Fund 

$1,315,322 

$1,326,650 

$1,335,051 

$1,314,865 

0.30 

Federal  Revenue 

7,158 

-0- 

-0- 

-0- 

(100.00) 

Total  Funds 

$1,322, '♦80 

$1,326,650 

$1,335,051 

$1,314,865 

0.03 

Fiscal  1990 Fiscal  1991 

General  Fund       Other  Funds        General  Fund      Other  Funds 


1. 

Montana  Reports 

Option  At 

$(24,400) 

$ 

-0- 

$(25,000) 

$ 

-0- 

Option  Bt 

-0- 

-0- 

-0- 

-0- 

Option  Ci 

138,100 

-0- 

137,500 

-0- 

Option  Di 

10,350 

-0- 

9,750 

-0- 

Option  El 

-0- 

-0- 

-0- 

-0- 
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Program  Descriptioii 

The  Supreme  Court  is  the  appellate  court  in  the  State  of  Montana.  The 
Supreme  Court  also  has  original  jurisdiction  to  issue,  hear,  and  determine  writs 
of  habeas  corpus  and  other  writs  as  provided  by  law.  The  Supreme  Court 
Operations  Program  relates  specifically  to  the  day-to-day  operations  of  the  court. 

Budget 

Current  level  provides  for  only  a  slight  increase  from  the  1989  biennium. 
Personal  services  include  vacancy  savings  at  2.5  percent  for  non- elected  positions 
in  the  1991  biennium.  Operating  expenses  increase  primarily  due  to  an  increase 
in  service  fees  charged  by  other  state  agencies,  including  rent,  insurance,  and 
computer  processing  charges.  Audit  fees  of  $16,518  are  included  in  fiscal  1990 
only.  Equipment  included  in  current  level  is  $1,600  per  year  for  office 
equipment,  with  the  remainder  for  micro- computers  and  software  to  replace  the 
current  word  processing  system. 

Funding 

The  program  is  funded  entirely  by  general  fund.  Federal  funds  in  fiscal 
1988  were  from  a  budget  amendment  for  a  study  of  computerization  of  the  court 
system. 

ISSUE  1:     MONTANA  REPORTS 

The  Montana  Reports  are  a  series  of  volumes  that  contain  all  of  the  cases 
decided  by  the  Montana  Supreme  Court  since  1871.  Montana  statute  (Section 
3-2-604,  MCA)  requires  the  Supreme  Court  to  purchase  up  to  221  copies  of  the 
Montana  Reports  for  distribution  to  various  federal,  state,  and  local  government 
agencies.  Until  this  biennium,  the  court  had  been  distributing  175  copies  to 
agencies  as  shown  in  Table  1. 

Table  1 
Distribution  of  Montana  Reports 

Number  of  Copies 


Attorney  General 
Law  Librarian 

14 
4 

Supreme  Court 

County  Attorneys 

District  Court  Judges 

University  of  Montana  Library 

Law  Library  of  Congress 

Out-of-state  Law  and  University  Libraries* 

22 

56 

36 

1 

4 

_38 

TOTAL 

m 

*  These  copies  are  distributed  by  the  State  Law  Library  and  the  University  of 
Montana  Law  Library  to  other  state  and  university  law  libraries  in  exchange  for 
materials  of  comparable  value. 
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In  the  past  several  years,  the  Supreme  Court  has  not  kept  up  with  the 
statutory  requirement  for  the  distribution  of  the  175  volumes,  and  a  backlog  has 
developed.  In  the  1987  biennium,  for  example,  the  Supreme  Court  eliminated  the 
funding  for  the  reports  as  part  of  its  mandatory  budget  cuts.  At  the  end  of 
fiscal  1987,  the  backlog  of  volumes  undistributed  was  29,  and  it  would  cost 
$223,300  general  fund  to  fund  the  distribution  of  the  backlogged  volumes.  In 
fiscal  1988,  although  the  1987  legislature  appropriated  $22,300  to  fund  only  the 
current  volumes  for  the  175  required  by  statute,  the  Supreme  Court  chose  instead 
to  purchase  only  50  copies  of  each  volume  for  internal  distribution  (7  to  the 
Supreme  Court  Justices,  7  to  law  clerks,  and  36  to  the  district  courts).  The 
court  expended  $15,000  to  purchase  and  distribute  7  of  the  backlogged  volumes. 
The  remainder  of  the  appropriation  was  expended  for  law  periodicals.  The  court 
intends  to  continue  to  purchase  only  the  50  sets  in  fiscal  1989. 

Table  2  shows  the  amount  appropriated,  spent,  and  included  in  current  level 
for  Montana  Reports.  It  also  shows  that,  if  the  agency  continues  to  buy  only  50 
sets  for  internal  distribution,  by  the  end  of  fiscal  1991  the  backlog  for  the  50 
sets  will  be  eliminated  if  the  number  of  volumes  each  year  averages  4.5. 


Appropriated 
Spent 

Difference 


Sets  Updated 
Volumes/ Set 


Table  2 
Montana  Reports 

FY88 

FY89 

FY90 

FY91 

$22,300 
15.300 

$23,500 
23.500 

$24,400 
24.400 

$25,000 
25.000 

UliMl 

l==Q=== 

l=;Q;== 

l==Q;== 

50 

7 

50 
11 

50 
11 

50 
11 

Books  Purchased 


350 


550 


§§Q 


550 


July  1  Backlog 
Current  Year  Volumes 
Purchased  During  Year 

June  30  Backlog 


20.0 

14.0 

7.5 

5.0 

4.5 

4.5 

(11.0) 

(11.0) 

(11.0) 

.14.0. 


__7.5_ 


1.0 


To  fund  the  remaining  125  sets  to  be  current  by  fiscal  1991  would  cost  an 
additional  $275,600. 

Montana  statute  (Sec.  3-2-603,  MCA)  also  provides  that  reports  of  all  cases 
shall  be  provided  to  the  West  Publishing  Company  for  inclusion  in  its  publication, 
the  Pacific  Reporter.  An  increasing  number  of  states  have  abandoned  their 
official  reporters  and  many  of  those  states  have  adopted  the  West  reporter  as 
official.  The  State  Law  Library  currently  receives  the  Pacific  Reporter.  The 
cases  reported  in  the  Pacific  Reporter  are  the  same  as  the  cases  reported  in  the 
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Montana  Reports.  Decisions  of  the  Montana  Supreme  Court  are  reported  in  the 
Pacific  Reporter  approximately  two  months  after  a  decision  is  rendered.  The 
latest  published  volume  of  the  Montana  Reports  contained  decisions  rendered 
through  December  1984.  Anyone  who  needs  an  up-to-date  report  of  cases  in^ 
Montana  would  have  to  use  a  service  like  the  Pacific  Reporter. 

The  legislature  would  have  to  appropriate  approximately  $325,000  in  the  1991 
biennium  to  eliminate  the  backlog  of  Montana  Reports  required  by  statute  to  be 
distributed  through  fiscal  1991.  Further,  it  will  reqmre  approximately  $70,000 
per  biennium  of  general  fund  at  current  prices  to  continue  meeting  the  statutory 
distribution  requirement  for  at  least  175  copies  in  future  bienniums.  The 
legislature  may  wish  to  consider  amending  or  repealing  the  law  requiring  the 
Supreme  Court  to  furnish  free  copies  of  the  Montana  Reports.  The  alternative 
exists  to  use  the  Pacific  Reporter. 

Option  A:  Repeal  the  law  requiring  the  Supreme  Court  to  distribute  free 
copies  of  the  Montana  Reports  and  fund  no  Montana  Reports.  This 
saves  the  general  fund  $24,400  in  fiscal  1990  and  $25,000  in  fiscal 
1991. 

Option  B:  Repeal  the  law  requiring  the  Supreme  Court  to  distribute  free 
copies  of  the  Montana  Reports,  but  fund  50  sets  of  current  and  as 
many  backlogged  volumes  as  the  $24,400  in  fiscal  1988  and  $25,000 
in  fiscal  1989,  which  is  included  in  LFA  current  level,  woiild 
purchase . 

Option  C:  Provide  $275,600  of  additional  general  fund  in  the  1991  biennium 
current  level  to  fund  the  entire  backlog  of  Montana  Reports 
required  by  statute. 

Option  D:  Provide  $20,100  of  additional  general  fund  in  the  1991  biennium 
current  level  to  fund  175  copies  of  current  volumes  as  required  by 
statute . 

Option  E:  Take  no  action.  Leave  current  level  funding  as  is,  to  fund  50 
sets  of  current  and  backlogged  volumes  for  internal  distribution  to 
the  courts.  (Same  as  Option  B,  except  that  statute  remains 
unchanged.) 
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BOARDS  AND  COMMISSIONS 

Actual 

Appropriated 

Current 

Level  

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
3.00 

1989 

1990 
3.00 

1991 
3.00 

Biennium 

F.T.E. 

3.00 

0.00 

Personal  Services 

$  73,755 

$  68,240 

$  71,346 

$  71,396 

0.53 

Operating  Expenses 

101,563 

113,383 

105,325 

104,504 

(2.38) 

Equipment 

2,462 

-0- 

2,600 

800 
flZ^lZ?? 

38.10 

Total  Expenditures 

!l§il623 

!lZ?i?Zi 

L?i?52 

Fund  Sources 

General  Fund 

?lZZiZ§9 

!l?ii623 

!lZ?i?Z! 

tlZtiZ°° 

L9i?§i 

Program  Description 

The  Montana  Constitution  assigns  a  number  of  duties  to  the  Supreme  Court. 
These  duties  include,  but  are  not  limited  to,  supervision  over  all  other  courts, 
development  of  rules  for  appellate  procedure,  establishment  of  appropriate 
practice  and  procedure  for  all  other  courts,  plus  rule  making  for  admissions  to 
the  bar  and  member  conduct.  The  majority  of  these  duties  are  accomplished  by 
11  active  boards  and  commissions  which  are  a  part  of  the  Supreme  Court.  Other 
duties  are  accomplished  by  the  Supreme  Court  staff  and  by  temporary  boards  and 
commissions . 

Table  3  lists  the  names,  duties,  and  expenditures  in  fiscal  years  1986 
through  1988  for  the  boards,  commissions,  and  current  activities  of  the  program. 


A-41 


JUDICIARY 
Page  7 


Table  3 
Judiciary  Boards  and  Commissions 


Judicial  Standards 


Duties 

Possesses  investigative,  prosecutorial,  and 
adjudicative  functions,  with  the  goal  of 
protecting  the  public,  preserving  integrity 
of  the  judicial  process,  maintaining  public 
confidence  in  the  judiciary,  and  updating 
judicial  rules  of  procedure. 


-  -  Expenditures 
FV86       FY87 


FY88 
$   1,358 


Sentence  Review  Board 


Ensures  uniformity  in  sentences  of 
similar  nature  statewide. 


Board  of  Bar  Exami 


Examines  applicants  for  the  bar  to 
determine  if  they  are  qualified 
academically  to  practice  law  in  Montana. 


Judicial  Nominations 
Commission 


Nominates  candidates  for  Governor's  approval 
as  a  replacement  on  the  Supreme  Court  or 
District  Court. 


Civil  Procedure 


Recommends  to  Montana  Supreme  Court 
modifications  to  Montana  rules  of  civil 
procedure  based  upon  changes  in  federal 
rules  of  civil  procedure. 


lion  on  Courts 
of  Limited  Jurisdiction 


Oversees  the  training  and  certification  of 
justices  of  the  peace  and  city  judges  in 
Montana . 


on  Practice 


Handles  complaints  of  citizens  against 
attorneys. 


Commission  on  Rules 
Concerning  Admission 
to  Practice  of  Law 


Determines  rules  for  admission  to  the 
practice  of  law  in  Montana. 


Civil  Jury  Instruction 
Guidelines  Commission 


Prepares  proposed  civil  jury  instruction 
guidelines  for  consideration  by  the  Supreme 
Court  and  reviews  and  proposes  revisions 
to  the  court. 


Commission  on  Uniform 
District  Court  Rules 


Prepares  proposed  uniform  district  court 
rules  for  consideration  by  the  Supreme  Court. 


Criminal  Procedure 
Comnlssion 


Prepares  proposed  criminal  procedure 
guidelines  for  courts,  lawyers,  and 
defendants  to  follow. 


Commission  on  Court 
Technology 


Training 


Other  Staff  Duties/ 
Temporary  Boards 


-0- 
13,566 


6,325 


Total  il6$i2a3   |1Z1a2|1  flZZAZfQ 

^Expenditures  are  included  in  the  amount  for  Civil  Procedure  listed  above. 
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Budget 

Current  level  provides  for  a  slight  decrease  from  the  1989  biennium.  No 
vacancy  savings  was  applied  to  this  program  due  to  a  low  actual  vacancy  savings 
in  fiscal  1988.  Operating  expenses  decrease  2.38  percent  in  the  1991  biennium 
because  expenditures  in  fiscal  1988  were  nearly  $13,000  below  the  appropriation, 
and  current  level  for  the  1991  biennium  is  at  a  level  slightly  above  base  year 
expenditures,  but  is  8.0  percent  below  the  fiscal  1989  appropriation.  The 
reduction  in  expenditures  was  primarily  in  contract  services.  Eqmpment  included 
in  current  level  is  $800  per  year  for  computer  equipment  replacement  and  $1,800 
in  fiscal  1990  for  filing  cabinets. 


LAW  LIBRARY 

Actual 

Appropriated 

-  -  Current  Lev^ 

el 

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

8.50 

6.50 

6.50 

6.50 

(2.00) 

Personal  Services 

$202,851 

$162, «? 

$159,016 

$159,272 

(12.87) 

Operating  Expenses 

210,928 

152,09<i 

299,618 

299,626 

65.07 

Equipment 

219,966 

205,638 

225,538 

215,638 

3.66 

Total  Expenditures 

$633,7« 

$520,189 

$684,172 

$674,536 

—MJA. 

Fund  Sources 

General  Fund 

$506,<i61 

$502,114 

$521,997 

$512,361 

2.56 

State  Special 

66,699 

18,075 

162,175 

162,175 

282.61 

other  Revenue 

60,585 

$633,745 

======== 

-0- 

-0- 

-0- 

(100.00) 

Total  Funds 

$520,189 

$684,172 

======== 

$674,536 

======== 

_17^75_ 

_  _  _ 

-  Fiscal  1990  

.. 

_  _  _ 

-  Fiscal  1 

991 

ISSUES 

General 

Fund       Other  Funds 

General  Fund 

other  Funds 

1.  Law  Library  Admin.  Support 

$(18, 

000)          $   -0- 

$(18 

,000) 

$   -0- 

Program  Description 

The  State  Law  Library  is  a  law  reference  source  for  the  Montana  Supreme 
Court,  lower  courts,  the  legislature,  state  agencies,  attorneys,  and  the  general 
public  of  Montana.  The  inventory  of  books  and  materials  on  hand  can  be 
classified  into  the  following  categories:  treatises,  law  reviews,  reports, 
microfilm,  and  video/audio  tapes  for  continuing  legal  education.  The  law  library 
also  maintains  a  collection  of  all  states'  codes. 
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Budget 


Current  level  increases  17.75  percent  from  the  1989  biennium,  due  primarily 
to  a  rapid  growth  in  usage  of  legal  electronic  research  databases,  including 
Westlaw,  by  legal  entities.  Current  level  appropriation  authority  was  increased  to 
meet  anticipated  demand,  and  will  be  funded  by  revenues  from  users  to  pay  for 
the  service. 

Personal  services  decrease  nearly  13  percent  in  the  1991  bienniiun  due  to 
removal  of  one-time  expenditures  for  2.0  FTE  in  fiscal  1988  for  the  Helena  Faxnet 
project.  The  project  was  scheduled  to  be  completed  in  October  1988.  Vacancy 
savings  of  4  percent  is  included  in  current  level.  Actual  vacancy  savings  in 
fiscal  1988  exceeded  4  percent.  Operating  expenses  appear  to  increase  65  percent 
in  the  1991  biennium,  but  after  removal  of  one-time  expenditures  of  $16,260  in 
fiscal  1988  for  the  Faxnet  program,  the  increase  is  73  percent.  Fee  increases  for 
services  such  as  rent  and  data  processing  charges  by  other  state  agencies 
account  for  approximately  $9,500  per  year.  The  remainder  of  the  increase  is 
primarily  due  to  the  anticipated  rapid  growth  in  volume  of  usage  of  the  electronic 
research  databases  discussed  above.  Current  level  increases  $95,475  over  the 
$66,700  expended  in  fiscal  1988  for  database  usage,  and  increases  $144,100  over 
the  amount  appropriated  for  fiscal  1989,  although  appropriation  authority  has  been 
added  by  budget  amendment  in  fiscal  1989  equivalent  to  the  amount  included  in 
current  level  for  fiscal  years  1990  and  1991.  Equipment  included  in  current  level 
is  $10,000  each  year  for  office  and  library  equipment,  with  the  balance  for  books 
and  reference  materials,  funded  at  the  same  level  as  the  1988  appropriation.  The 
fiscal  1991  book  budget  was  reduced  $9,900  for  the  cost  of  codes  that  are 
purchased  only  in  even -numbered  years. 

Funding 

The  state  special  revenue  funding  is  for  reimbursements  for  the  electronic 
reference  services  discussed  above,  and  the  increase  reflects  the  anticipated 
volume  of  usage  of  that  current  level  service.  Fees  for  the  service  are  based  on 
the  amount  charged  by  the  vendor  with  no  markup.  The  balance  of  the  law 
library  operation  is  funded  by  general  fund,  which  increases  primarily  due  to  the 
other  agency  service  fee  increases  discussed  above.  The  $60,585  in  other 
funding  in  fiscal  1988  was  for  the  Faxnet  project. 

ISSUE  1:     LAW  LIBRARY  ADMINISTRATIVE  SUPPORT 

The  Judiciary  is  a  separate  state  agency,  and  has  five  programs  that  it  has 
respoTisibility  to  administer.  Like  most  state  agencies  with  multiple  programs,  the 
Judiciary  has  centralized  administrative  and  accounting  support  services  available 
for  the  programs  within  the  agency.  Use  of  centralized  support  services  within 
an  agency  provides  a  more  efficient  and  economical  means  of  providing  such 
common  services  among  programs  as  payroll,  accounting,  budgeting,  and  general 
administrative  support.  It  allows  development  of  specialized  expertise  in  those 
areas  and  places  agency- wide  fiscal  responsibility  and  control  in  one  place. 

Although  the  Judiciary  offers  centralized  administrative  and  fiscal  support 
through  the  Supreme  Court  Administrator,  the  service  is  only  being  used  effec- 
tively by  four  of  the  five  agency  programs.  The  State  Law  Library  operates 
almost  entirely  on  its  own  for  all  accounting  and  administrative  functions,  even 
though  the  library  is  located  in  the  same  building  as  the  Supreme  Court 
Administrator . 
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The  only  significant  support  function  it  receives  from  the  Supreme  Court 
Administrator  is  payroll  processing.  The  State  Law  Library  does  most  other 
accounting,  budgeting,  and  administrative  functions  in-house.  Failure  to  use 
available  support  services  by  one  small  program  results  in  inefficiencies  including 
duplication  of  effort  in  many  cases.  There  is  no  indication  that  the  Judiciary 
intends  to  consolidate  central  services  support  for  the  State  Law  Library  as  it 
already  does  for  other  programs. 

The  administrative,  budgetary,  and  fiscal  functions  of  the  State  Law  Library 
are  performed  by  more  than  one  employee  as  collateral  fimctions.  Collectively, 
the  functions  performed  by  these  individuals  that  are  available  from  the  court 
administrator  require  the  equivalent  of  approximately  1.0  FTE.  If  the  functions 
were  assumed  by  the  Supreme  Court  Administrator,  they  could  probably  be 
assimilated  into  that  specialized  operation  without  requiring  additional  FTE.  The 
result  would  be  the  saving  of  1.0  FTE  within  the  State  Law  Library  Program. 


Option  A: 


Delete   1.0  FTE  from   the   State   Law  Library  program,    and  reduce 
general  fund  by  $18,000  each  year  of  the  biennium. 


Option  B:      Take  no  action. 


DISTRICT  COURTS 


Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

36.00 

36.00 

36.00 

36.00 

0.00 

Personal  Services 

$2 

,080,001 

$2,099,7'f2 

$2,089,'f92 

$2,09^,676 

0.11 

Operating  Expenses 

113,017 

l'»6,'»57 

135,516 

135,131 

<f.31 

Equipment 

$2 

2^,508 
,217,526 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$2,2^6,199 

$2,225,008 

$2,229,807 

__L?i?9i 

Fund  Sources 

General  Fund 

$2 

,217,526 

$2, 2*16, 199 

$2,225,008 

$2,229,807 

(0.20) 

Program  Description 

The  District  Court  Operations  Program  allocates  monies  to  pay  salaries, 
travel,  and  training  expenses  for  the  36  elected  district  judges.  The  other 
operational  costs  of  the  district  courts  are  paid  by  other  state  and  local 
programs . 

Budget 

Current  level  in  the  1991  biennium  is  at  a  nearly  identical  level  as  the  1989 
biennium.  Personal  services  increase  slightly  due  to  vacancy  savings  in  fiscal 
1988  and  to  slightly  higher  benefits  in  the  1991  biennium.     No  vacancy  savings  is 
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included  in  current  level,  as  all  FTE  are  elected  officials.  Operating  expenses 
increase  4.3  percent,  primarily  due  to  expenditures  for  travel  and  training  at  well 
below  the  appropriated  amount  in  fiscal  1988,  and  well  below  average  expenditures 
for  the  past  four  years.  Expenditures  were  reduced  in  fiscal  1988  to  provide 
availability  of  funds  to  purchase  non-budgeted  computer  equipment.  Travel  costs 
are  increased  $16,000  each  year  in  the  1991  bienniiun  over  base  level,  an  amount 
equivalent  to  a  three-year  average  for  such  costs  in  fiscal  years  1985  through 
1987.  Training  and  tuition  costs  are  increased  $4,050  each  year  over  base  level, 
at  the  level  of  the  fiscal  1988  appropriation.  No  eqmpment  was  requested  in  the 
1991  biennium.  Equipment  expenditures  of  $24,508  in  fiscal  1988  were  for 
computers,  although  no  equipment  was  budgeted  by  the  legislature. 


WATER  COURTS  SUPERVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Itei. 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

13.00 

13.00 

13.00 

13.00 

0.00 

Personal  Services 

$311,E« 

$326,307 

$326,819 

$327,203 

2.58 

Operating  Expenses 

88,336 

143,357 

105,049 

103,396 

(10.03) 

Equipment 

75<i 

$400,333 

======== 

-0- 

7,500 
?^12i?68 

2,000 

1159.95 

Total  Expenditures 

$469,664 

======== 

0^23_ 

State  Special 

?^?9i551 

?*6?I§64 

$439,368 

$432,599 

======== 

0^23_ 

Program  Description 

The  Water  Courts  Program  staff  is  responsible  for  the  adjudication  of  claims 
of  existing  water  rights  in  Montana  and  for  supervision  of  the  distribution  of 
water  among  the  four  water  divisions. 

Budget 

Current  level  appears  to  include  only  a  very  slight  increase  from  the  1989 
biennium  to  the  1991  biennium.  However,  current  level  for  the  1991  biennium  is 
approximately  10  percent  higher  than  actual  costs  incurred  in  base  fiscal  year 
1988,  but  is  7  percent  less  than  the  fiscal  1989  appropriation.  The  10  percent 
increase  over  base  fiscal  year  1988  expenditures  is  due  to  an  anticipated  increase 
in  the  level  of  activity  of  the  court.  The  agency  request  was  for  an  increase  of 
36  percent  over  base  year  expenditures  for  fiscal  1990  and  38  percent  above  base 
year  for  fiscal  year  1991.  The  agency  has  been  given  significant  increases  in 
appropriations  in  each  of  the  seven  years  of  its  existence,  but  has  only  expended 
an  average  of  68  percent  of  its  appropriation  from  fiscal  1982  through  fiscal  1988. 
The  expenditures  for  the  last  three  fiscal  years  have  been  flat.  Much  of  the 
work  of  the  court  in  the  1989  biennium  and  in  prior  years  has  been  tied  up  in 
litigation  in  the  Supreme  Court.     The  agency  anticipates  that  the  legal  bottleneck 
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will  be  at  least  partially  cleared  up  in  the  1991  biennium,  resulting  in  an  increase 
in  the  number  of  water  basins  decreed  and  a  substantial  increase  in  the  number 
of  cases  processed.  However,  the  adjudication  process  is  also  limited  by  the  rate 
at  which  the  Department  of  Natural  Resources  (DNRC)  can  process  verification 
inquiries  for  the  court,  and  the  DNRC  program  was  significantly  cut  back  by  the 
1987  legislature.  Therefore,  at  the  current  level  of  funding  for  the  DNRC  Water 
Rights  Program,  it  will  be  a  limiting  factor  in  the  ability  of  the  courts  to  proceed 
regardless  of  progress  in  court  litigation.  In  view  of  the  uncertainty  of  the 
court  litigation  process  and  the  limitations  in  the  current  level  of  the  DNRC 
verification  process,  current  level  for  the  Water  Courts  Supervision  Program  in 
the  1991  biennium  is  based  on  moderate  increases  above  the  fiscal  1988  base  level 
for  anticipated  increases  in  the  ntimber  of  water  basins  decreed  and  the  number 
of  cases  processed. 

Personal  services  increase  2.6  percent  in  the  1991  bienniiun  due  to  vacancy 
savings  of  over  8  percent  in  fiscal  1988  compared  to  4  percent  budgeted. 
Salaries  are  included  at  the  same  level  as  the  1989  biennium  appropriation. 
Vacancy  savings  of  4  percent  is  included  in  current  level  for  the  1991  biennium. 

Operating  expenses  decrease  10  percent  from  the  1989  biennium  to  the  1991 
biennium,  resulting  in  a  current  level  that  is  27  percent  below  the  fiscal  1989 
appropriation,  but  partially  offset  by  increases  of  18  percent  over  the  fiscal  1988 
base  year.  The  increases  are  primarily  in  office  supplies,  postage  and  mailing 
requirements,  and  telephone  and  travel  costs,  in  anticipation  of  a  moderate 
increase  in  the  caseload  of  the  Water  Court. 

Equipment  included  in  current  level  is  $4,000  in  fiscal  1990  and  $2,000  in 
fiscal  1991  for  office  equipment,  and  an  additional  $3,500  in  fiscal  year  1990  for  a 
court  reporting  system. 

Funding 

Funding  for  the  Water  Courts  Supervision  Program  comes  from  the  Water 
Development  State  Special  Revenue  Account.  The  account  is  administered  by  the 
Department  of  Natural  Resources  and  Conservation  (DNRC).  Revenues  for  the 
fund  are  primarily  provided  by  30  percent  of  the  Resource  Indemnity  Trust 
Interest  Earnings,  plus  Coal  Tax  Water  Development  revenues  and  water  develop- 
ment project  revenues.  Funding  for  the  Water  Courts  reduces  the  fvmding 
available  for  Water  Development  Grant  Projects  administered  by  DNRC. 
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FTE  ------  Bienniiim  ------ 

Fiscal  1991  General  Fund  Total  Funds 

Executive  Budget  54.90  $4,422,576  $5,759,773 

LFA  Current  Level  53.70  4.196.124  5.280.999 

Executive  Over  (Under)  LFA  _1^20  $__226^452  l__478^774 


The  executive  budget  has  1.20  more  FTE,  $226,452  more  general  fund,  and 
$478,774  more  total  funds  in  its  1991  biennium  budget  for  the  Governor's  Office 
than  is  included  in  LFA  current  level.  This  difference  is  attributable  to  the 
executive:  1)  funding  two  budget  modifications  totaling  $106,270  general  fund 
and  $80,000  other  fimds  in  the  1991  biennium;  2)  including  statutory 
appropriation  authority  of  $140,000  other  funds  for  the  Flathead  Basin  Commission 
which  is  not  included  in  the  current  level  budget;  3)  recommending  2  percent 
vacancy  savings  rather  than  the  normal  4  percent  included  in  LFA  current  level, 
resulting  in  $54,374  higher  personal  services  funded  primarily  from  general  fund; 
and  4)  recommending  higher  salaries  and  operating  expenses  totaling  $60,684 
general  fund  and  $31,520  other  funds. 

ISSUE  1:     BUDGET  MODIFICATIONS 

The  executive  budget  has  two  budget  modifications:  1)  $106,270  general 
fimd  for  replacing  the  engines  in  the  governor's  aircraft;  and  2)  $80,000  federal 
funds  for  1.20  FTE  and  operating  expenses  to  continue  the  Protection  and 
Advocacy  Program  started  in  the  Mental  Disabilities  Board  of  Visitors  by  budget 
amendment  in  fiscal  1988.  These  budget  modifications  are  presented  as  budget 
issues  in  the  LFA  current  level  narrative. 


ISSUE  2:     VACANCY  SAVINGS 

The  executive  budget  has  2  percent  vacancy  savings  in  most  of  the 
Governor's  Office  programs  while  LFA  current  level  budget  uses  4  percent.  This 
difference  results  in  the  executive  budget  including  more  personal  service  funds, 
primarily  general  fund,   totaling  $54,374  in  the  1991  biennium. 

ISSUE  3:     HIGHER  PERSONAL  SERVICES 

The  executive  budget  includes  $15,370  general  ixxnd  and  $24,190  other  funds 
in  the  1991  biennium  for  higher  compensation  than  included  in  LFA  current  level. 
This  difference  occurs  in  three  programs:  1)  the  executive  is  recommending 
$11,656  higher  biennial  compensation  for  a  position  transferred  from  the  Executive 
Office  to  the  Office  of  Budget  and  Program  Planning;  2)  the  position  incumbent  in 
the  Citizens'  Advocate  Program  did  not  participate  in  the  state  retirement  plan; 
however,  the  executive  budget  includes  $3,714  biennially  for  the  state's 
retirement  contribution;   and  3)   the   executive  has   $24,190  of  higher  salaries  for 
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Centennial    Office    personnel    in    fiscal     1990     than     was    budgeted    by    the     1987 
legislature  for  the  1989  biennium. 

ISSUE  4:     HIGHER  OPERATING  COSTS 

The  executive  budget  has  higher  overall  operating  costs  than  included  in 
LFA  current  level  budget.     These  are  discussed  briefly  below. 

Flathead  Basin  Commission  -  The  Flathead  Basin  Commission  receives  funding 
from  private  sources  and  the  state  general  fund.  The  private  funding  is 
appropriated  statutorily  (see  Issue  5).  The  legislature  appropriates  the  general 
fund  portion.  The  executive  budget  includes  $27,898  more  in  operating  costs  for 
the  general  fund  portion  of  the  Flathead  Basin  Commission  than  was  expended  in 
fiscal  1988  and  included  in  LFA  current  level. 

Computer  Maintenance  -  The  executive  budget  includes  $11,460  more  general 
fund  for  computer  maintenance  in  the  Office  of  Budget  and  Program  Planning  than 
is  included  in  LFA  current  level. 

Other  -  The  executive  budget  has  $5,956  higher  operating  costs  funded  from 
general  fund  in  the  Mental  Disabilities  Board  of  Visitors  and  a  net  $7,330  higher 
operating  costs  funded  from  federal  funds  in  the  Northwest  Power  Planning 
Council. 


ISSUE  5:     STATUTORY  APPROPRIATION 

The  executive  budget  includes  $140,000  other  funds  in  the  1991  biennium  for 
the  statutory  appropriation  for  the  Flathead  Basin  Commission.  These  funds  are 
not  included  in  LFA  current  level  as  they  are  statutorily  appropriated. 


A-49 


GOVERNOR'S 

OFFICE 

Actual 

Appropriated 

Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

ei.B'v 

1989 

1990 
57.20 

1991 
53.70 

Biennium 

F.T.E. 

60.90 

(4.34) 

Personal   Services 

$1 

,876,679 

$1,955,130 

$1,871,779 

$1,779,289 

(4.72) 

Operating  Expenses 

97'i,913 

989,387 

748,639 

668,937 

(27.83) 

Equipment 

58,841 

2,875 

6,677 

5,678 

(79.98) 

Total  Operating  Costs 

$2 

,910,<i33 

$2,947,392 

$2,627,095 

$2,453,904 

(13.26) 

Non-Operating  Costs 

-0- 

1,300,000 
$4,247,392 

200,000 
$2,827,095 

-0- 

(84.62) 

Total  Expenditures 

!?. 

,910,433 

======== 

$2,453,904 

(_26^222 

Fund  Sources 

General  Fund 

$2 

,152,975 

$2,218,618 

$2,084,045 

$2,112,079 

(4.01) 

State  Special 

339,748 

1,590,000 

431,735 

29,606 

(76.09) 

Federal   Revenue 

— 

417,710 

438,774 

311,315 

312,219 

(27.20) 

Total  Funds 

??. 

,910,433 

======== 

$4,247,392 

$2,827,095 

$2,453,904 

========== 

£26^222 

Program  Description 

The  Governor  has  constitutional  and  statutory  authority  to  administer  the 
affairs  of  the  State  of  Montana;  assure  that  the  laws  of  Montana  are  faithfully 
executed;  appoint  all  military  and  civil  officers  of  the  state  whose  appointments 
are  provided  for  by  statute  or  the  Constitution;  approve  or  disapprove 
legislation;  report  to  the  legislature  on  the  condition  of  the  state;  submit  a 
biennial  executive  budget;  grant  reprieves  and  pardons  within  the  best  interests 
of  Montana;  serve  on  various  boards  and  commissions  as  provided  by  the 
Constitution  and  statutes;  and  represent  the  state  in  relations  with  other 
governments,  the  public,  and  various  organizations  of  states. 

Budget 

The  current  level  budget  provides  a  26  percent  decrease  from  the  1989 
biennium  to  the  1991  biennium  due  to  several  programs  not  continuing  into  the 
1991  biennium,  continuing  at  a  much  lower  level  than  experienced  in  fiscal  1988, 
or  not  included  in  the  current  level  budget  because  funding  was  provided  via 
budget  amendment  in  fiscal  1988. 

The  programs  not  continuing  into  the  1991  biennium  are  budgeted  in  the 
Executive  Office  and  are  discussed  in  that  program's  narrative.  The  Clark  Fork 
River  Basin  Project  and  the  Statehood  Centennial  Office  will  be  operating  at 
reduced  levels  in  the  1991  biennium  and  will  cease  to  exist  at  the  end  of  fiscal 
1991.  Not  included  in  the  current  level  budget  due  to  budget  amendment  funding 
is  the  Flathead  River  International  Study  Board  project. 
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Full-time  equivalent  positions  were  authorized  at  60,4  by  the  1987  legislature 
for  fiscal  1988,  An  additional  1.14  FTE  were  added  to  the  agency  through  budget 
amendment  or  operational  plan  changes  during  fiscal  1988,  so  that  total  authorized 
fiscal  1988  FTE  were  61,54,  The  reduction  of  4.34  FTE  between  fiscal  1988  and 
fiscal  1990  and  3,5  FTE  between  fiscal  1990  and  fiscal  1991  reflects  the  agency's 
current  level  request.  The  specific  FTE  changes  are  discussed  in  each  program 
narrative.  The  FTE  reduction  accounts  for  the  4,7  percent  decrease  in  personal 
services  expenditures  between  the  two  bienniums. 

The  program  deletions  or  reductions  discussed  above  account  for  the  27.8 
percent  decrease  in  operating  expenses  budgeted  in  the  1991  biennium. 
Equipment  expenditures  are  budgeted  to  decrease  80  percent. 
Higher- than -budgeted  equipment  expenditures  were  possible  in  fiscal  year  1988 
because  the  agency's  actual  vacancy  savings  rate  exceeded  10  percent. 

Funding 

The  Governor's  Office  is  funded  primarily  from  the  general  fund.  Resource 
Indemnity  Trust  (RIT)  funds,  classified  as  state  special  revenue,  are  budgeted  in 
fiscal  1990  only  to  wrap  up  the  Clark  Fork  River  Basin  project.  Other  state 
special  revenue  funds  include  the  sale  of  merchandise,  donations,  or  other 
miscellaneous  revenue  relating  to  the  statehood  centennial  program. 

Federal  funds  in  fiscal  1988  included  $44,719  for  the  supercollider  match, 
$6,049  for  EPA  superfund  sites,  and  $63,371  of  budget  amended  funds.  None  of 
these  funds  are  included  in  the  current  level  budget  in  the  1991  biennium.  In 
fiscal  1989,  the  appropriation  includes  $46,619  for  the  Clark  Fork  River  Basin 
project  and  $75,000  for  the  Client  Assistance  Program.  The  former  project  will  be 
continued  into  fiscal  1990  at  a  reduced  level  funded  from  RIT  fimds  and  the 
Client  Assistance  Program  has  been  phased  out.  The  remaining  amount  of  federal 
funds  in  the  1989  biennium,  $303,567  in  fiscal  1988  and  $317,155  in  fiscal  1989 
were  for  the  Northwest  Power  Planning  Council.  The  federal  funds  in  the  1991 
biennium  are  from  the  Bonneville  Power  Administration  for  the  Northwest  Power 
Planning  Council, 
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EXECUTIVE 

OFFICE 

Actual 

Appropriated               _   _   _  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

22.70 

23.00 

19.00 

18.00 

(  3 . 70  ) 

Personal  Services 

$ 

662,627 

$      743,462 

$639,915 

$601,543 

(11.71) 

Operating  Expenses 

490,161 

424,629 

268,034 

247,152 

(43.68) 

Equipment 

!1 

11,256 
,164,044 

-0- 

1,902 
$909,851 

1,988 

(65.44) 

Total  Expenditures 

$1,168,091 

-ll'tAll 

Fund  Sources 

General  Fund 

$ 

979,192 

$      956,472 

$870 ,546 

$850,693 

(11.08) 

State  Special 

116,810 

90,000 

39,305 

-0- 

(80.99) 

Federal  and  Other   Revenue 

$1 

68,042 
,164,044 

121,619 
$1,168,091 

-0- 

-0- 

(100.00) 

Total  Funds 

$909,851 

$850,693 

(24.51) 

Program  Description 

The  Executive  Office  Program  is  responsible  for  overseeing  and  directing  the 
activities  of  the  executive  branch  of  government,  insuring  responsible  and 
responsive  government  for  Montana.  Special  projects  assigned  to  the  Executive 
Office  in  fiscal  1988  included  the  Flathead  Basin  Commission,  Aging  Services 
Coordinator,  Clark  Fork  River  Basin  Project,  the  Supercollider  proposal,  and 
administering  state  participation  on  the  Flathead  River  International  Study  Board. 

Budget 

The  current  level  budget  provides  a  24.5  percent  decrease  in  the  1991 
biennium  from  the  1989  biennium.  This  decrease  is  due  primarily  to  four  reasons: 
(1)  The  Clark  Fork  River  Basin  Project,  which  in  fiscal  1988  employed  3.0  FTE 
and  expended  approximately  $90,000,  is  budgeted  for  1.0  FTE  and  $39,305  in 
fiscal  1990  only,  or  approximately  $50,000  less  than  spent  in  fiscal  1988.  This 
project  will  cease  to  exist  at  the  end  of  fiscal  year  1990.  (2)  The  Supercollider 
proposal  effort,  which  expended  $178,878  in  fiscal  1988,  is  not  continued  in  the 
1991  biennium.  (3)  Studies  required  for  the  Flathead  River  International  Study 
Board  are  expected  to  be  completed  in  fiscal  1989.  In  fiscal  1988,  $17,270  was 
expended  for  this  purpose.  (4)  Position  deletions  (1.0  FTE)  and  transfers  (0.7 
FTE)  will  reduce  on -going  personal  services  costs  in  this  program  by  approxi- 
mately $25,500  annually. 

Personal  services  is  budgeted  to  decrease  11.7  percent  due  to  the  position 
deletions  and  transfers  requested  by  the  agency.  FTE  are  budgeted  to  decrease 
3.7  from  actual  fiscal  year  1988  to  fiscal  year  1990  and  an  additional  1.0  FTE  from 
fiscal  year  1990  to  fiscal  year  1991,  or  a  total  of  4.7  FTE  from  fiscal  1988  to  fiscal 
1991.      Three   of  the  FTE   reductions  are   due  to   the  phase   out  of  the   Clark  Fork 
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project.      Two  positions    (1.0  FTE)    are   deleted  at  the   agency's   request  and  one 
position  (0.7  FTE)  is  transferred  to  the  Office  of  Budget  and  Program  Planning. 

Operating  expenses  decrease  43.7  percent  from  the  1989  biennium  to  the  1991 
biennium  because  the  expenses  relating  to  the  Supercollider  proposal,  the 
Flathead  River  International  Study  Board,  and  the  higher  Clark  Fork  River  Basin 
Project  operation  expenditures  are  not  continued  into  the  1991  biennium. 

Equipment  ftinding  decreases  65  percent  but  reflects  the  agency's  request. 

Funding 

The  Executive  Office  budget  in  the  1991  biennium  is  funded  primarily  from 
general  fund.  General  fund  decreases  due  to  the  position  transfer  and  the 
supercollider  proposal  expenditures  not  continuing  into  the  1991  biennium.  The 
general  fund  decrease  is  less  than  the  overall  expenditure  decrease  because  the 
actual  vacancy  savings  rate  in  fiscal  1988  was  14  percent  while  the  1991  biennium 
vacancy  savings  rate  is  budgeted  at  4  percent.  This  has  a  direct  impact  on  the 
general  fund. 

The  state  special  revenue  budgeted  in  fiscal  1990  is  Resource  Indemnity 
Trust  funds  for  1.0  FTE  and  related  operating  expenses  to  complete  the  Clark 
Fork  River  Basin  Project. 

In  fiscal  1988,  the  agency  expended  $17,270  budget -amended  federal  funds 
relating  to  the  Flathead  River  International  Study  Board,  $44,721  Supercollider 
matching  funds  (classified  as  federal  and  other  special  revenue),  and  $6,049  of 
EPA  Superfund  funds  on  three  project  sites.  None  of  these  programs  are  con- 
tinued into  the  1991  bienniiun  reflecting  the  agency's  request.  The  fiscal  1989 
federal  fund  appropriation  includes  $75,000  for  the  Client  Assistance  Program  and 
$46,619  for  the  Clark  Fork  River  Basin  Project.  The  Client  Assistance  Program 
has  been  phased  out  and  the  Clark  Fork  River  Project  will  be  continued  at  a 
reduced  level  fimded  from  RIT  funds.  No  federal  fluids  are  budgeted  in  the  1991 
biennium. 


MANSION 

MAINTENANCE 

PROGRAM 

Actual 

Appropriated 

-   -   -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

1.90 

1.90 

1.70 

1.70 

(0.20) 

Personal  Services 

$35,925 

$37,087 

$34,121 

$34,149 

(6.491 

Operating  Expenses 

21,-^42 

2<t,515 

22,797 

23,456 

0.64 

Total  Expenditures 

!§Zl367 

$61,602 

$56,918 

!5Zl605 

LliZ^i 

Fund  Sources 

General  Fund 

m^m 

$61,602 

$56,918 

$57,605 

======= 

L'll^i 
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Program  Description 

The  Mansion  Maintenance  Program  is  responsible  for  the  maintenance  of  the 
Governor's  official  residence. 

Budget 

The  current  level  budget  decreases  3.74  percent  from  the  1989  biennium  to 
the  1991  biennium  due  to  a  0.20  FTE  reduction  requested  by  the  agency.  The 
position  reduction  results  from  deleting  a  0.25  FTE  custodial  worker  and 
increasing  a  food  service  worker  from  0.15  FTE  to  0.20  FTE. 

Operating  expenses  increase  0.64  percent  due  to  inflationary  increases 
anticipated  in  food  and  utilities. 

Funding 

The  Mansion  Maintenance  Program  is  funded  by  general  fund. 


AIR  TRANSPORTATION 

Actual 

Appropriated 

-  -  -  Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

1. 00 

1.00 

1.00 

1.00 

0.00 

Personal  Services 

$33,62'* 

$32,536 

$3<*,538 

$3'!,  755 

'i.7<t 

Operating  Expenses 

57,086 

66,688 

59,331 

60,250 

(3.39) 

Total  Expenditures 

$90,710 

$99,22'* 
======= 

$93,869 

$95,005 

======= 

L?l562 

Fund  Sources 

General  Fund 

$90,710 

$99,22'* 

======= 

$93,869 

f252?95 

(^0^562 

_  _  -  . 

_  . 

Fiscal 

1991 

~  " 

ISSUES 

General 

Fund       Other 

Funds 

General  Fund 

Other  Funds 

1.   Replace  Aircraft  Engine 

$106 

,270           $ 

-0- 

$  -0- 

$  -0- 

Program  Description 

The   Air  Transportation   Program  is   responsible  for  providing   the   Governor 
with  stife  and  reliable  air  transportation. 
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Budget 


The  budget  reflects  the  agency's  current  level  request  for  this  program. 
Total  expenditures  decrease  0.56  percent.  Personal  services  increase  because  no 
vacancy  savings  is  applied  to  the  1.0  FTE. 

Operating  expenses  decrease  3.39  percent  in  the  1991  biennium  because 
savings  in  the  insurance  and  repair  and  maintenance  budgets  in  fiscal  1988  (the 
base  year)  impacted  budgeted  expenditures  for  these  items  in  the  1991  biennium. 

No  equipment  was  requested. 

Funding 

The  Air  Transportation  budget  is  funded  from  the  general  fund. 

ISSUE  1:     REPLACE  AIRCRAFT  ENGINES 

The  executive  is  requesting  $106,270  in  fiscal  year  1990  to  replace  the  two 
engines  on  the  Governor's  aircraft  with  two  remanufactured  engines. 

The  manufacturer's  recommended  maintenance  standards  indicate  the  engines 
should  be  replaced  after  1,600  hours  of  use  which  the  executive  estimates  will 
occur  in  September  1989  based  on  current  usage. 

The  request  includes  $81,270  for  parts  and  labor  and  $25,000  for  a  "core 
charge"  which  will  be  refunded,  in  whole  or  in  part,  depending  upon  the 
condition  of  the  engines  traded  in.  The  executive  requests  the  $25,000  core 
charge  be  a  separate,  contingent  appropriation  which  will  not  be  used  if  the 
current  engines  meet  required  specifications. 

Option  A:  Approve  the  request  for  $81,270  parts  and  labor  and  $25,000  for  a 
core  charge  contingency.  Include  boilerplate  language  restricting 
the  use  of  each  appropriation  to  its  original  purpose. 

Option  B:      Do  not  approve  the  request. 
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OFFICE  OF 

BUDGET  AND 

PROGRAM  PLANNING 

Actual 

Appropriated 

-    -    -   Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

16.80 

17.00 

17.50 

18.00 

0.70 

Personal  Services 

$511,240 

$560,402 

$575,504 

$590,658 

8.82 

Operating  Expenses 

107,091 

160,945 

112,448 

145,459 

(4.55) 

Equipment 

35.555 

1,875 

1,700 

1,700 

(90.91) 

Total  Expenditures 

$655,866 

$725, Z2Z 

$689,652 

$735,797 

5.51 



Fund  Sources 

General  Fund 

$655,866 

$725,222 

$689,652 

$755,797 

5.51 

Program  Description 

The  Office  of  Budget  and  Program  Planning  assists  the  Governor  in  the 
planning,  preparation,  and  administration  of  the  state  budget;  assists  in  the  eval- 
uation and  development  of  alternative  program  plans  for  the  provision  of  state 
government  services;  prepares  and  monitors  revenue  estimates  and  collections; 
prepares  and  publishes  fiscal  notes  on  proposed  legislation  and  initiatives; 
reviews  and  approves  operational  plan  changes,  program  transfers,  budget 
amendments,  organizational  charts,  and  legal  services  contracts;  and  acts  as  the 
lead  executive  branch  agency  for  compliance  with  the  federal  Single  Audit  Act. 

Budget 

The  current  level  budget  provides  a  3.51  increase  in  total  funding  from  the 
1989  biennium  to  the  1991  biennium  due  primarily  to  a  .70  FTE  increase  and  in- 
creased personal  services.  Personal  services  are  budgeted  to  increase  because 
the  actual  vacancy  savings  rate  in  fiscal  1988  was  10.6  percent.  Four  percent 
vacancy  savings  is  applied  in  the  1991  biennium  budget.  This  adds  approximately 
$36,900  to  the  personal  services  budget.  Another  contributing  factor  to  the 
personal  services  increase  is  the  FTE  transfer  from  the  Executive  Office  Program. 
This  FTE  is  budgeted  as  1.0  FTE;  0.30  FTE  was  transferred  to  this  program  in 
fiscal  1988;  however,  no  funds  were  spent  in  fiscal  1988  for  this  position  in  this 
program.  The  transferred  FTE  adds  approximately  $22,700  annually  to  the 
personal  services  budget.  Finally,  turnover  resulting  in  higher  steps  adds 
approximately  $4,700  to  the  personal  services  budget. 

Operating  expenses  decrease  4.53  percent  in  the  1991  biennium  due  to 
decreases  in  the  computer  services,  telephone,  and  maintenance  budgets.  The 
decreases  in  computer  services  and  telephone  are  attributable  to  cost  efficiencies 
achieved  in  those  services  while  the  decreased  maintenance  budget  is  due  to  the 
maintenance  budget  base  expansion  allowed  by  the  1987  legislature  not  being  used 
by  the  agency  in  fiscal  1988,  and  therefore,  not  continued  in  the  1991  biennium. 
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Equipment  expenditures  show  a  90.9  percent  decrease  in  the  1991  biennium. 
In  fiscal  1988,  the  agency  spent  $35,535  for  equipment  (primarily  computer 
hardware  and  software).  Fiscal  1988  equipment  expenditures  were  $33,660  higher 
than  requested  by  the  agency  and  budgeted  by  the  1987  legislature.  This 
higher -than -budgeted  expenditure  was  possible  due  to  excess  vacancy  savings 
and  operating  expenses.  The  1991  budget  includes  $1,700  annually  for  software 
upgrades  as  requested  by  the  agency. 

Funding 

The  Office  of  Budget  and  Program  Planning  is  funded  by  the  general  fund. 


NORTHWEST 

POWER  PLANNING  COUNCIL 

Actual 

Appropriated 

-   -   -  Current 

Level   

Z  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

5.08 

5.00 

5.00 

5.00 

(0.08) 

Personal  Services 

$225,857 

$198,536 

$207,502 

$207,933 

(2.11) 

Operating  Expenses 

77,688 

117,619 

102,813 

103,286 

5.53 

Equipment 

22 

$303,567 

======== 

1,000 
$317,155 

1,000 

1,000 

95.69 

Total  Expenditures 

$312,219 

======== 

0.45 

====== 

Fund  Sources 

Federal  Revenue 

$303,567 

$317,155 

$311,315 

$312,219 

0.45 

Program  Description 

The  Northwest  Power  Planning  Council  was  created  in  1981,  pursuant  to  The 
Pacific  Northwest  Electric  Power  Planning  and  Conservation  Act  of  1980.  The 
goals  of  the  council,  as  outlined  in  the  act,  are  to  plan  for  the  Northwest's 
electric  power  needs,  protect  and  rehabilitate  fish  and  wildlife  resources,  and 
encourage  public  involvement  in  regional  decisions.  The  council  is  a  regional 
agency  made  up  of  eight  members,  two  each  from  the  Pacific  Northwest  states  of 
Montana,  Idaho,  Oregon,  and  Washington.  These  members  are  appointed  by 
governors  of  the  four  states  and  approved  by  the  respective  state  legislatures. 

Budget 

The  current  level  budget  increases  0.45  percent  in  the  1991  biennium. 
Personal  services  is  budgeted  to  decrease  2.11  percent  due  to  one-time 
expenditures  incurred  in  fiscal  1988  which  are  not  budgeted  in  the  next  biennium, 
including  a  temporary  FTE  and  termination  pay. 

Operating  expenses  increase  5.53  percent  due  to  increased  contracted 
services  and  out  of  state  travel.  Twenty  thousand  dollars  annually  is  budgeted 
for    consultant    and    professional    services    to    assist    the    council    in    preparing 
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revisions  to  its  Energy  Plan  and  to  perform  special  projects  for  its  fish  and 
wildlife  program.  Although  no  expenditures  were  made  in  this  area  in  fiscal  1988, 
the  agency  had  expended  $8,039  and  $23,029  for  this  purpose  in  fiscal  years  1986 
and  1987,  respectively. 

Out-of-state  travel  costs  are  increased  $4,205  annually  over  the  fiscal  1988 
expenditure  level  as  fiscal  1988  expenditures  in  this  area  were  less  than  prior 
years  due  to  a  professional  staff  vacancy  in  the  office  in  fiscal  1988. 

Equipment  expenditures  are  budgeted  at  $1,000  annually  which  reflects  the 
agency's  request. 

Funding 

The  Northwest  Power  Planning  Council  is  funded  by  the  Bonneville  Power 
Agency,  a  federal  agency. 


LIEUTENANT  GOVERNOR'S  OFFICE 

Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1968 
5.00 

1989 

1990 
5.00 

1991 
5.00 

Biennium 

F.T.E. 

5.00 

0.00 

Personal  Services 

$159,860 

$163,716 

$158,966 

$158,998 

11.73) 

Operating  Expenses 

30,501 

37,528 

32,037 

32,730 

(4.80) 

Equipment 

1,307 
$191,668 

-0- 

1,775 
$192,778 

680 

$192,^08 

87.83 

Total  Expenditures 

$201,2^^ 

(.1.97) 

Fund  Sources 

General  Fund 

$191,668 

$201,2^^ 

$192,77? 

$192,408 

(1.97) 

====== 

Program  Description 

The  Lieutenant  Governor's  Office  is  responsible  for  carrying  out  duties  pre- 
scribed in  Article  VI,  Section  4  of  the  Montana  Constitution.  This  office  serves 
as  the  liaison  between  state  and  local  governments,  supervises  the 
Intergovernmental  Review  Clearinghouse  operations,  and  serves  as  chairman  of  the 
Statehood  Centennial  Commission. 

Budget 

The  1991  bienniiun  budget,  which  reflects  the  agency's  request,  decreases 
1.97  percent  from  the  1989  biennium.  The  decrease  is  attributable  to  personal 
services  expenditures  in  fiscal  1988  (military  leave  and  termination  pay)  which  are 
not  budgeted  in  the  1991  biennium  and  fiscal  1988  savings  achieved  in  the  con- 
tracted services,  communications,  and  travel  budget  which  are  continued  into  the 
1991  biennium. 
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Funding 

The  Lieutenant  Governor's  Office  is  funded  from  the  general  fund. 


CITIZENS'  ADVOCATE 

OFFICE 

Actual 

Appropriated 

-   -   -  Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

1.00 

1.00 

1.00 

1.00 

0.00 

Personal   Services 

$32,933 

$31,518 

$32,733 

$32,727 

1.B7 

Operating  Expenses 

17,985 

16,052 

17,869 

17,869 

5.00 

Total  Expenditures 

!59i?l§ 

$^7,570 

!59l6?Z 

$50,596 

?-Z§ 

Fund  Sources 

General  Fund 

!§?i?l§ 

$47,570 

$50,602 

$50,596 

IJ.l 

Program  Description 

The  Citizens'  Advocate  Office  exists  to  provide  accessibility  to  state 
government  for  Montana  citizens.  The  office  provides  information  to  citizens  and 
acts  as  a  referral  service  to  state  agencies.  A  toll  free  number  is  provided 
citizens  for  this  purpose. 

Budget 

Total  expenditures  are  budgeted  to  increase  2.75  percent  in  the  1991 
biennium  because  budgeted  vacancy  savings  has  been  reduced  from  four  percent 
to  0.12  percent  and  because  communications  expense  in  fiscal  1988  exceeded 
budgeted  commtmications  expense  by  $2,048.  The  higher  communications  expense 
is  budgeted  in  the  1991  biennium. 

Funding 

The  Citizens'  Advocate  Office  is  funded  from  the  general  fund. 
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MENTAL  DISABILITIES  BOARD  OF  VISITORS 


Actual 

Appropriated 

-  -  -  Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

4.06 

3.00 

3.00 

3.00 

(1.06) 

Personal  Services 

$119,383 

$  89,865 

$  93,988 

$  94,010 

(10.16) 

Operating  Expenses 

51,915 

39,419 

35,392 

35,665 

(22.20) 

Eciuipment 

4,057 
$175,355 

-0- 

300 

$129,680 

======== 

300 

$129,975 

======== 

(85.21) 

Total  Expenditures 

$129,284 

-WtJll 

Fund  Sources 

General  Fund 

$129,254 

$129,284 

$129,680 

$129,975 

0.43 

Federal  Revenue 

46,101 
$175,355 

-0- 

-0- 

-0- 

(100.00) 

Total  Funds 

$129,284 

$129,680 

$129,975 

(14.77) 

Issue  

1 .  Protection  and  Advocacy  Program    $  -0 


Fiscal  1990 Fiscal  1991 

(General  Fund       Other  Funds        General  Fund      Other  Funds 


Program  Description 

The  Mental  Disabilities  Board  of  Visitors,  established  by  the  Legislature  in 
1975,  is  charged  by  Montana  law  with  reviewing  patient  care  at  Montana's 
community  mental  health  centers,  as  well  as  the  institutions  for  the  mentally  ill 
and  the  developmentally  disabled.  The  board  consists  of  five  members  appointed 
by  the  Governor.  They  represent,  but  are  not  limited  to,  consumers,  doctors  of 
medicine,  and  behavioral  scientists.  The  board  employs  administrative  and  legal 
staff  and  contracts  with  medical  professionals  to  carry  out  its  responsibilities  for 
patient  representation  and  facility  review. 

Budget 

The  current  level  budget  provides  a  14.8  percent  decrease  in  total 
expenditures  because  budget  amended  expenditures,  totaling  $46,101  in  fiscal 
1988,  are  not  included  in  the  1991  biennium  current  level  budget.  The  service 
provided  by  the  budget  amendment  is  requested  by  the  agency  as  a  budget 
modification  and  is  discussed  in  the  issues  section  of  this  narrative. 

With  the  budget  amendment  expenditures  removed  from  fiscal  1988,  the  1991 
biennium  budget  is  approximately  equal  to  fiscal  1988  expenditures. 

Funding 

The  current  level  budget  for  the  board  is  funded  from  the  general  fund. 

A-60 


GOVERNOR'S  OFFICE 
Page  12 


ISSUE  1:     PROTECTION  AND  ADVOCACY  PROGRAM 

The  board  has  requested  $40,000  federal  special  revenue  fund  authority  and 
1.20  FTE  each  year  of  the  biennium  to  administer  the  federal  Protection  and 
Advocacy  for  Mentally  111  Individuals  Act  of  1986  in  Montana.  The  board  first 
received  legislative  authorization  for  this  program  in  House  BiU  3,  the  budget 
amendment  bUl  of  1987.  During  the  current  biennium,  the  board  has  sought  and 
obtained  budget  amendment  authority  to  continue  this  project. 

The  requested  FTE  include  a  lawyer  and  a  part-time  legal  secretary.  Both 
positions  will  be  located  on  the  Warm  Springs  campus.  The  federal  legislation 
states  that  the  federal  funds  cannot  be  used  to  supplant  non- federal  funds,  such 
as  state  general  fumd.  The  board  stated  in  its  original  request  that  "(N)o 
projects  and  no  use  of  these  funds  duplicate  in  any  way  the  current  legislatively 
mandated  duties  of  the  Board."  Some  projects  funded  by  the  additional  staff 
include  developing  a  resource  for  the  legal  community  which  would  outline  the 
laws  relating  to  the  mentally  ill,  developing  public  service  announcements  to 
promote  the  public's  awareness  of  the  rights  of  mentally  ill  individuals,  and 
developing  a  resource  material  center  dealing  with  mental  health  and  rights  issues 
which  would  be  available  for  use  by  consumers,  family  members,  and  mental 
health  professionals. 

Option  A:      Approve  the  modified  budget  request  for  $40,000  and  1.2  FTE  each 
year  of  the  1991  biennium. 

Option  B:      Do  not  approve  the  budget  modification  request. 


MONTANA  STATEHOOD  CENTENNIAL  OFFICE 


Actual 

Appropriated 

-  -  -  Current 

Level  

•/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

4.00 

1989 

1990 
4.00 

1991 
1.00 

Biennium 

F.T.E. 

4.00 

0.00 

Personal  Services 

$  95,230 

$  98,008 

$  94,512 

$24,516 

(38.40) 

Operating  Expenses 

121,044 

101,992 

97,918 

5,090 

(53.82) 

Equipment 

6,664 

-0- 

-0- 

-0- 

(100.00) 

Total  Operating  Costs 
Non -Operating  Costs 


$222,938 
-0- 


$  200,000 
1,300,000 


$192,430 
200,000 


(47.50) 
(84.62) 


Total  Expenditures 
Fund  Sources 
State  Special 


$1,500,000 
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Program  Description 

The  1985  Legislature  created  the  Montana  Statehood  Centennial  Office  to 
encourage  the  commemoration  and  celebration  of  Montana's  100th  anniversary  of 
statehood,  to  administer  centennial  activities,  and  to  create  a  Montana  Statehood 
Centennial  Commission  to  advise  on  centennial  activities.  This  program  will  cease 
to  exist  at  the  end  of  fiscal  1991. 

Budget 

The  current  level  budget  shows  a  75.5  percent  decrease  from  the  1989 
biennium  to  the  1991  biennium,  with  decreases  in  all  expenditure  categories.  The 
centennial  activities  will  peak  in  fiscal  1989  and  1990  and  drop  off  dramatically  in 
fiscal  1991. 

The  budget  for  fiscal  1989  is  shown  according  to  the  program's  operational 
plan.  Non- operating  costs  (grants  for  centennial  activities)  are  budgeted  at  a 
very  high  level  in  fiscal  1989;  however,  given  the  constraints  of  existing  funds, 
anticipated  revenue  and  planned  1991  bienniiun  expenditures,  the  actual  grant 
level  will  likely  not  exceed  $400,000  in  fiscal  1989. 

Funding 

Funding  for  the  Montana  Statehood  Centennial  Office  is  from  revenue 
generated  from  the  sale  of  centennial  merchandise,  license  plates,  and  the 
centennial  acre,  from  donations,  or  from  miscellaneous  sources. 
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SECRETARY  OF 
COMPARISON  OF  EXECUTIVE  BUDGET 

STATE 

'  AND  LFA  CURRENT 

LEVEL 

FTE 
Fiscal  1991 

------  Biennium  ------ 

General  Fund                 Total  Funds 

Executive  Budget                                    27.50 
LFA  Current  Level                                  26.50 

$     994,926 
1.042.073 

$2,093,740 
2.065.283 

Executive  Over  (Under)  LFA             _1^00 

LMliWA 

L.Ahm 

The  executive  budget  includes  $47,147  less  general  fund  but  has  $28,457 
more  total  funds  than  LFA  current  level.  The  major  differences  occur  due  to: 
1)  the  vacancy  savings  calculation;  2)  a  higher  level  of  funding  in  the  executive 
budget  for  legal  services;  3)  a  lower  allowance  for  data  processing  costs  in  the 
executive  budget;  and  4)  a  funding  shift  in  the  executive  budget  from  general 
fund  to  state  special  revenue. 

ISSUE  1:     VACANCY  SAVINGS 

The  executive  budget  applied  2  percent  vacancy  savings  as  compared  to  a  4 
percent  vacancy  savings  rate  in  LFA  current  level.  This  results  in  the  executive 
budget  being  over  LFA  current  level  by  $17,247  in  general  fund  and  $2,203  in 
other  funds. 


ISSUE  2:     LEGAL  SERVICES 

The  Secretary  of  State's  Office  has  a  position  for  a  fuU-time  staff  attorney, 
but  the  Secretary  of  State  vacated  the  position  in  fiscal  1988  due  to  budget 
shortfalls  and  said  a  full-time  attorney  was  not  required.  The  executive  budget 
allows  for  a  full-time  staff  attorney  position  at  a  biennium  cost  of  $85,656.  LFA 
current  level  removes  the  position  but  includes  $45,000  in  operating  expenses  for 
contract  legal  services,  the  amount  estimated  as  sufficient  by  the  Secretary  of 
State's  Office.  The  difference  results  in  the  executive  budget  being  $40,656 
higher  than  LFA  current  level.  This  difference  is  made  up  of  $14,914  other 
funds  and  $25,742  in  general  fund. 

ISSUE  3:     DATA  PROCESSING  COSTS 

The  executive  budget  reduced  data  processing  costs  and  general  fund  by 
$34,369  for  the  biennium,  or  21  percent  below  the  agency  base  level,  which  was 
already  adjusted  for  reduced  data  processing  costs  due  to  the  purchase  of  a  new 
computer  system. 

ISSUE  4:     FUNDING  SHIFT 

The  executive  budget  increased  the  level  of  funding  from  the  agricultural 
lien  state  special  revenue  account  by  $57,480  over  LFA  current  level,  and 
reduced  general  fund  by  a  like  amount. 
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STATE 

Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

27.50 

27.50 

26.50 

26.50 

( 1 . 00  ) 

Personal  Services 

$ 

587,377 

$     589,901 

$     547,304 

$     547,674 

(  6 . 99  ) 

Operating  Expenses 

516,298 

475,461 

432,728 

446,968 

(11.30) 

Equipment 

$1 

5,258 
,108,953 

-0- 

12,533 
$      992,565 

1,200 
$      995,842 

161.18 

Total  Operating  Costs 

$1,065,362 

(8.55) 

Non-Operating  Costs 

$1 

4,393 
,113,326 

-0- 

40,634 

$1,033,199 

========== 

36,242 
$1,032,084 

1,649.97 

Total   Expenditures 

$1,065,362 

========== 

(5.21) 

Fund  Sources 

General  Fund 

$ 

545,405 

$     530,523 

$     508,771 

$     533,302 

(3.15) 

State  Special 

— 

567,921 

534,839 

524,428 

498,782 

(7.21) 

Total  Funds 

$1 

,113,326 

$1,065,362 
========== 

$1,033,199 

$1,032,084 

========== 

(5.21) 

Agency  Description 

The  Office  of  the  Secretary  of  State  was  established  by  Article  VI,  Section  1 
of  the  the  Montana  Constitution,  and  its  duties  are  set  forth  in  Title  2,  Part  4  of 
the  Montana  Code  Annotated  (MCA) .  It  is  primarily  a  record -keeping  office  which 
files,  maintains,  and  preserves  the  permanent  records  of  the  state  and  certain 
public  interest  records  of  private  citizens.  The  office  also  publishes  the  Montana 
Administrative  Register  (MAR)  and  the  Administrative  Rules  of  Montana  (ARM), 
and  the  Secretary  of  State  is  the  chief  elections  official  for  the  state,  responsible 
for  ensuring  compliance  with  state  election  laws  and  administration  of  elections. 

Budget 

Current  level  for  the  Secretary  of  State's  office  decreases  5.2  percent  from 
the  1989  biennium  to  the  1991  biennium.  Personal  services  decrease  7  percent 
due  to  the  elimination  of  a  full-time  staff  attorney  position,  to  be  substituted  by 
funding  for  contracted  legal  services.  Operating  expenses  decrease  11.3  percent, 
due  primarily  to  savings  from  the  conversion  from  a  main -frame  data  processing 
system  to  an  in -house  data  processing  system  for  Uniform  Commercial  Code 
transactions.  Current  level  is  also  reduced  from  the  elimination  of  one-time  costs 
in  fiscal  1988  for  the  printing  of  new  full  sets  of  the  ARM  manual  and  other 
one-time  costs  associated  with  a  $35,000  general  fund  supplemental  appropriation 
in  fiscal  1988. 

Funding 

The  Uniform  Commercial  Code  (UCC)  and  Agricultural  Lien  documents 
processing  functions,   as  well  as  the  Administrative  Code  Program,  are  funded  by 
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state  special  revenue  accounts,  all  of  which  recover  costs  through  user  and 
service  fees.  The  balance  of  the  elections  administration  and  record- keeping 
functions  are  funded  by  general  fund. 


RECORDS 

MANAGEMENT 

PROGRAM 

Actual 

Appropriated 

Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

Z'i.OO 

2<^.00 

23.25 

23.25 

(0.75) 

Personal  Services 

$503,809 

$505,128 

$'t7'»,Z68 

$<»7<*,639 

(5. 95) 

Operating  Expenses 

'i09,338 

^04,531 

353,500 

369,405 

(11.18) 

Equipment 

5,530 
$918,677 

-0- 

11,790 
$839,558 

1,200 
$845,244 

134.90 

Total  Operating  Costs 

$909,659 

(7.85) 

Non-Operating  Costs 

3,735 

-0- 

38,657 
$878,215 

34,924 
$880,168 

===r==== 

1,870.04 

Total  Expenditures 

!???2659 

— !.^i9?i 

General  Fund 

$5<t5,'i05 

$530,523 

$508,771 

$533,302 

(3.15) 

State  Special 

377,007 

379,136 

369,*'i<» 

346,866 

(5.27) 

Total  Funds 

$922,^12 

$909,659 

$878,215 

$880,168 

—  S.'t-JLV. 

Program  Description 

The  Records  Management  Program  provides  statutorily  required  services 
relating  to  elections,  filing  of  corporate  records,  and  custodianship  of  the  state's 
official  documents.  The  program  also  administers  the  Agricultural  Lien  Program, 
a  centralized  filing  and  access  system  for  security  interests  covering  agricultural 
products  and  property. 

Budget 

Current  level  provides  for  a  4  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium.  The  decrease  can  be  attributed  primarily  to  the  reduction  of 
0.75  FTE  and  a  reduction  in  operating  costs  as  a  result  of  savings  from  conver- 
sion by  the  agency  from  a  main -frame  to  an  in -house  data  processing  system  for 
Uniform  Commercial  Code  (UCC)  documents.  One-time  expenditures  resulting  from 
a  $35,000  supplemental  appropriation  in  fiscal  1988  were  also  removed  from  current 
level. 


Personal  services  decrease  nearly  6  percent  due  to  the  removal  of  approxi- 
mately $30,800  per  year  for  a  0.75  FTE  staff  attorney  position  (0.25  FTE  is 
allocated  to  the  Administrative  Codes  Program,  and  was  also  removed).  The 
position  was  vacated  in  July,  1988  when  the  Secretary  of  State  felt  that  cost 
savings  could  be  achieved  by  using  Agency  Legal  Services  for  legal  assistance  on 
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an  as -needed  basis  instead  of  full-time  employment  of  a  staff  attorney.  However, 
the  agency  budget  request  included  continued  funding  for  the  position.  Funding 
is  included  in  operating  expenses  for  contracted  legal  services  at  the  amount 
requested  by  the  agency.  Vacancy  savings  of  4  percent  is  included  in  current 
level.     Actual  vacancy  savings  in  fiscal  year  1988  was  4.5  percent. 

Operating  expenses  decrease  11.2  percent  due  primarily  to  the  replacement 
by  the  agency  of  a  main-frame  data  processing  system  for  Uniform  Commercial 
Code  document  processing  with  an  in -house  computer  system.  The  system  was 
procured  on  a  five-year  rental  basis  and  is  budgeted  to  produce  an  annual  cost 
savings  of  over  $50,000  per  year.  Current  level  also  decreases  $10,400  in  fiscal 
1988  and  $16,300  in  fiscal  1989  due  to  deflation  factors,  primarily  resulting  from  a 
decrease  in  the  cost  of  data  processing  services  charged  by  the  Department  of 
Administration  for  other  systems.  Other  reductions  resulted  from  the  removal  of 
one-time  printing  expenses  from  current  level  and  the  reduction  in  travel  costs  of 
$4,000  below  the  fiscal  1988  base  in  fiscal  1991  at  the  agency's  request.  The 
decrease  in  operating  expenses  discussed  above  are  partially  offset  by  increases, 
including  increases  of  $5,600  in  fiscal  1990  and  $10,100  in  fiscal  1991  to  allow  total 
funding  of  $17,000  and  $21,500  in  each  respective  year  of  the  1991  biennium  for 
contracted  legal  services  in  place  of  a  full-time  staff  attorney.  Other  minor 
increases  were  allowed  for  increased  volume  of  microfilm  processing,  office 
supplies,  and  for  computer  training  for  two  new  computer  systems.  A  one-time 
expenditure  of  $7,500  is  allowed  in  fiscal  1990  for  a  constitution  reprint,  and 
printing  costs  increase  $19,000  in  fiscal  1991  over  fiscal  1990,  primarily  due  to 
the  cost  of  printing  the  voter  information  pamphlet. 

Equipment  included  in  current  level  is  for  the  purchase  of  10  replacement 
typewriters  and  a  microfiche  reader/printer,  at  prices  quoted  in  the  Department 
of  Administration  Equipment  Price  List.  Also  included  is  $2,000  for  the  purchase 
of  a  FAX  machine  to  enable  agencies  and  the  public  to  transmit  documents 
electronically  to  the  Secretary  of  State's  office. 

Non- operating  costs  are  for  debt  service  on  the  purchase  of  a  new  office 
network  desk-top  computer  system  in  fiscal  1988.  The  amount  expended  in  fiscal 
1988  was  for  a  partial  year  only.  The  system  is  to  be  paid  for  over  a  five-year 
period.  The  new  computer  system  was  not  budgeted  in  the  agency's  1989 
biennium  budget,  but  was  considered  essential  by  the  agency  to  replace  a  seven- 
year- old  system  that  the  agency  stated  was  failing  frequently  and  was  unreliable. 
The  system  is  used  primarily  for  election  information  and  tracking  and  for  agency 
administration.  The  funding  for  the  new  system  came  from  savings  due  to  the 
replacement  of  the  UCC  processing  system  discussed  above. 

Funding 

The  processing  of  Uniform  Commercial  Code  secured  transactions  and  Agri- 
cultural Lien  transactions  are  funded  by  a  state  special  revenue  account.  Costs 
of  the  services  provided  are  recovered  by  service  fees.  The  balance  of  the 
Records  Management  Program,  including  the  Election  Bureau,  is  funded  by  gen- 
eral fund. 

General  fund  decreases  primarily  due  to  the  elimination  of  one-time  costs 
from  current  level  associated  with  a  general  fund  supplemental  appropriation  of 
$35,000  in  fiscal  1988,  including  transition  expenses  on  turnover  of  the  Secretary 
of  State's  office,   and  setup  expenses  associated  with  installation  of  the  new  office 
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computer  network  system.      State  special  revenue  funds  decrease  primarily  due  to 
the  reduced  costs  of  the  new  UCC  data  processing  system. 

In  fiscal  1988,  the  agency  reverted  nearly  $7,000  of  its  state  special  revenue 
appropriation  even  though  it  had  requested  and  received  a  general  fund  supple- 
mental appropriation  of  $35,000  and  had  expended  all  but  $62  of  general  fund. 
This  appears  to  be  in  violation  of  statute  (17-2-108,  MCA),  which  states  that 
agencies  must  apply  expenditures  against  nongeneral  fund  money  whenever  possi- 
ble before  using  the  general  fund  appropriation.  Further,  the  fvmd  balance  of 
the  state  special  revenue  account  was  $162,058  and  $162,893  at  fiscal  year  end 
1987  and  1988,  respectively.  The  agency  is  required  by  statute  to  transfer  all 
funds  remaining  in  the  state  treasury  at  each  fiscal  year  end  to  the  general  fund. 
The  agency  did  not  revert  the  funds  at  the  end  of  either  fiscal  1987  or  fiscal 
1988. 


ADMINISTRATIVE  CODE 

PROGRAM 

Actual 

Appropriated 

Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

3.50 

5.50 

5.25 

3.25 

(  0 . 25  ) 

Personal  Services 

$  83,568 

$  84,775 

$   75,036 

$   73,055 

(13.25) 

Operating  Expenses 

106,960 

70,930 

79,228 

77,563 

(11.86) 

Equipment 

(27E) 
$190,256 

-0- 

7-V5 
$155,007 

-0- 

(575.16) 

Total  Operating  Costs 

$155,705 

$150,598 

(12.2<») 

Non-Operating  Costs 

658 
$190,91^_ 

-0- 

1,977 
$15^,98^ 

1,518 
$151,916 

<»00.76 

Total  Expenditures 

$155,705 

-lllJiHl 

Fund  Sources 

State  Special 

$190,91^ 

========= 

$155,705 

$15^, 98^ 

$151,916 

======== 

.SW-Jt^l 

Program  Description 

The  Administrative  Code  Program  is  responsible  for  filing,  publishing,  and 
distributing  Administrative  Rules  of  Montana  (ARM)  developed  for  the  operation  of 
state  agencies. 

Bufl^et 

Current  level  decreases  11.5  percent  from  the  1989  biennium  to  the  1991 
biennium,  primarily  due  to  the  elimination  of  a  0.25  FTE  staff  attorney  position 
and  the  removal  from  current  level  of  a  one-time  expenditure  in  fiscal  1988  for 
printing  of  new  sets  of  the  ARM  manual. 


Personal   services   decrease   $10,280   in   fiscal   1990   and   $10,706   in   fiscal   1991 
due  to  the  elimination  of  the  0.25  FTE  staff  attorney  position   (the  remaining  0.75 
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FTE  for  the  position  was  eliminated  in  the  Records  Management  Program) .  As 
discussed  in  the  previous  section  on  the  Records  Management  Program,  the 
agency  does  not  appear  to  need  a  full-time  staff  attorney.  Allowances  are 
included  in  operating  expenses  for  contracted  legal  services  from  Agency  Legal 
Services.  Vacancy  savings  of  4  percent  is  included  in  current  level.  Actual 
savings  in  fiscal  year  1988  was  5.5  percent. 

Operating  expenses  decrease  11.9  percent  due  to  the  elimination  from  current 
level  of  $37,900  in  one-time  expenditures  in  base  fiscal  year  1988  for  printing  of 
complete  sets  of  the  ARM  manual.  This  decrease  was  partially  offset  by  increases 
for  inflation  and  data  processing  supplies,  and  increases  of  $3,000  and  $3,500  in 
fiscal  years  1990  and  1991,  respectively,  for  contracted  legal  services  in 
replacement  of  funding  for  a  staff  attorney.  Audit  fees  of  $2,920  are  included  in 
fiscal  year  1990  only. 

Non- operating  costs  are  for  debt  service  on  the  purchase  late  in  fiscal  1988 
of  the  new  office  network  computer  system.  Costs  for  the  system  are  allocated 
between  the  Records  Management  and  Administrative  Codes  programs.  (See  the 
previous  discussion  of  the  Records  Management  Program  for  further  details  about 
debt  service.) 

Funding 

The  program  is  funded  by  a  state  special  revenue  account  which  charges 
fees  for  publication  of  the  Administrative  Rules  of  Montana  and  its  updates  and 
related  publications. 
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COMMISSIONER  OF  POLITICAL  PRACTICES 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 

FTE  Biennium 

Fiscal  1991  General  Fxind  Total  Funds 

Executive  Budget  3.00  $202,356  $207,786 

LFA  Current  Level  3.00  189.876  195.306 

Executive  Over  (Under)  LFA  0^00  $_12^480  $_12^480 


The  executive  budget  includes  $12,480  more  general  fund  than  LFA  current 
level  due  primarily  to  vacancy  savings  calculations  and  the  upgrade  of  one 
position  from  a  grade  7  to  a  grade  11. 

ISSUE  1:     VACANCY  SAVINGS  CALCULATION 

The  executive  budget  applied  2  percent  vacancy  savings  as  compared  to  a  4 
percent  rate  in  LFA  current  level,  resulting  in  LFA  current  level  being  $2,791 
lower . 


ISSUE  2:     POSITION  UPGRADE 

The  Commissioner  of  Political  Practices  dropped  a  grade  7  administrative  aide 
position  as  authorized  by  the  1987  legislature  and  replaced  it  with  a  grade  11 
administrative  assistant  position.  The  increased  cost  is  $9,553  for  the  biennium, 
and  is  included  in  the  executive  budget.  LFA  current  level  funds  all  positions  at 
fiscal  1989  appropriated  levels. 
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COMMISSIONER 

OF  POLITICAL 

,  PRACTICES 

Actual               Appropriated 

-   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budgei   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

3.00 

3.00 

3.00 

3.00 

0.00 

Personal  Services 

$60, a?'^ 

$   73,970 

$71 ,659 

$71,821 

6.40 

Operating  Expenses 

21,861 

32,88^ 

25,554 

26,272 

(5.33) 

Equipment 

Z,10<t 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$106,85^ 

!?Ii?15 

!?§i9?l 

— li§§_ 

Fund  Sources 

General  Fund 

$83,773 

$102,054 

$96,953 

$92,923 

2.18 

State  Special 

1,066 

4,800 

260 

5,170 

(7.43) 

Total  Funds 

$8't,839 

$106,854 

$97,213 

$98,093 

1.88 



Program  Description 

The  purpose  of  the  Commissioner  of  Political  Practices  Office  is  to  establish 
consistent  requirements  for  the  full  disclosure  and  reporting  of  the  source  and 
disposition  of  funds  used  in  Montana  to  support  or  oppose  state  and  local  candi- 
dates, political  committees,  or  political  issues.  The  Commissioner's  office  is  also 
responsible  for  enforcing  the  election  and  campaign  finance  laws  and  the  provi- 
sions of  the  Montana  Lobbyist  Disclosure  Act.  In  addition,  the  Commissioner  is 
responsible  for  publishing  and  disseminating  a  number  of  election- related  reports, 
forms,  and  manuals  as  provided  in  Title  13,   Chapter  37,  MCA. 

Budget 

The  current  level  budget  provides  for  a  1.9  percent  increase  from  the  1989 
biennium  to  the  1991  biennium.  Personal  services  increase  due  to  an  actual 
vacancy  savings  rate  in  fiscal  1988  of  18  percent.  A  4  percent  vacancy  savings 
rate  is  applied  in  the  1991  biennium.  The  agency  requested  an  upgrade  of  one 
position  from  the  1989  biennium  level,   which  is  not  included  in  current  level. 

Operating  expenses  are  as  the  agency  requested,  a  decrease  of  5.3  percent 
from  the  1989  biennium  to  the  1991  biennium,  due  primarily  to  a  lower  cost  of 
contract  legal  services  than  budgeted  in  the  1989  biennium. 

No  equipment  was  requested  for  the  1991  biennium.  No  equipment  was 
budgeted  in  the  1989  biennium,  but  the  agency  purchased  computers  from  savings 
in  personal  services  and  operating  expenses. 

Funding 

A  state  special  revenue  account  is  used  to  record  receipts  and  pay  expenses 
relating  to  the  sale  of  photocopies  and  the  post- election  booklet.  The  balance  of 
the  agency  operations  is  funded  by  general  fund. 
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STATE  AUDITOR'S 
COMPARISON  OF  EXECUTIVE  BUDGET 

OFFICE 

AND  LFA  CURRENT  LEVEL 

FTE 
Fiscal  1991 

------  Biennium 

General  Fund 

Total  Funds 

Executive  Budget                                      57.5 
LFA  Current  Level                                    61.5 

$1,793,843 
1.673.788 

$29,964,790 
4.482,271 

Executive  Over  (Under)  LFA              £4^00) 

L,i2Q.Qii 

$25i|§ia§19 

The  executive  budget  is  $25,482,519  higher  than  LFA  current  level  because 
lower  personal  services  are  offset  by  higher  operating  expenses  and  because  LFA 
current  level  does  not  include  $25.4  million  of  statutory  appropriations  for  local 
assistance.  Table  A  indicates  the  differences  by  type  of  expenditure  and  funding 
source  for  the  1991  biennium. 


Table  A 

Executive  Budget  Amotuits  Over  LFA  Current  Level 

1991  Biennium 


Budget  Item 


Increase  (Decrease) 

Over  LFA 

Current  Level 


Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 


$  (136,895) 
219,414 
-0- 
25.400.000 


Total  Expenditures 
Funding  Sources 


$25^482^519. 


General  Fund 

State  Special  Revenue  -  Operations 
State  Special  &  Other  Revenue  - 
Local  Assistance 

Total  Funding  Difference 


$       120,055 
(37,536) 

25.400.000 

$25,482,519_ 


ISSUE  1:     FTE  REDUCTION  VS.   VACANCY  SAVINGS 

Personal  services  are  $136,895  lower  in  the  executive  budget  than  in  LFA 
current  level.  In  fiscal  1988  the  agency  had  an  actual  vacancy  savings  rate  of 
9.9  percent.  The  executive  budget  reduced  personnel  by  4.00  FTE  and  applied  a 
2    percent   vacancy   savings    to    the    remaining   personal   services.      In    comparison. 
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LFA  current  level  maintains  61.50  FTE  and  applied  a  4  percent  vacancy  saving^s 
rate. 


ISSUE  2:    COSTS  OF  NEW  WARRANT  SYSTEM 

The  executive  budget  expenses  for  the  operation  of  the  new  warrant  system 
are  $150,593  higher  than  LFA  current  level.  These  expenses  were  not  included 
in  current  level  because  the  budget  request  did  not  adequately  support  the  need 
for  additional  funds. 


ISSUE  3:     OVER- ACCRUALS 

The  executive  budget  includes  in  the  base  $14,052  of  over-accrued  expend- 
itures in  the  Audit  Program.  Therefore,  LFA  current  level  expenditures  for  the 
biennium  are  less  than  executive  budget  by  $28,104  because  this  over-accrual  was 
removed  from  LFA  current  level. 


ISSUE  4:     CONSULTING  AND  PROFESSIONAL  SERVICES 

The  executive  budget  includes  an  increase  of  $18,438  for  consulting  and 
professional  services  which  are  not  included  in  the  current  level.  The  budget 
request  did  not  adequately  support  the  need  for  additional  funds. 

ISSUE  5:     RENT  OF  OFFICE  EQUIPMENT 

The  executive  budget  includes  $6,000  to  rent,  with  an  option  to  buy, 
movable  office  partitions  in  the  Securities  Department.  The  budget  request  did 
not  adequately  support  the  inclusion  of  this  expenditure  in  current  level. 

ISSUE  6:     OTHER  EXPENSES 

The  executive  budget  included  $9,756  in  other  expenses  for  each  year  of  the 
biennium,  while  LFA  current  level  included  $3,589.  The  executive  budget  for 
these  expenditures,  such  as  for  dues,  subscriptions,  and  registrations,  was 
based  on  actual  expenditures  for  fiscal  1988.  The  current  level  was  based  on 
budgeted  expenditures  because  the  agency  overspent  this  budget  by  $6,167  in 
fiscal   1988. 


ISSUE  7:     LOCAL  ASSISTANCE 

The  executive  budget  includes  $25.4  million  in  local  assistance  statutory 
appropriations  which  are  not  shown  in  LFA  current  level.  Local  assistance 
distributions  for  retirement  for  fire  and  police  departments  are  statutorily 
appropriated  in  Section  19-9-702,  MCA.  U.S.  Forest  Service  funds  are  statutorily 
appropriated  by  Section  17-3,211,  MCA,  and  the  pension  adjustments  for  the 
retired  firemen  program  are  statutorily  appropriated  in  Section  19-11-606,  MCA. 
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STATE 

AUDITOR'S 

OFFICE 

Budget  lien. 

Actual 

Fiscal 

1988 

Appropriated 

Fiscal 

1989 

-    -   -  Current 
Fiscal 
1990 

Level 

Fiscal 
1991 

'/.  Change 

1989-91 

Biennium 

F.T.E. 

61.50 

61.50 

61.50 

61.50 

0.00 

Personal  Services 
Operating   Expenses 
Equipment 

$1 
$2 

,385,22^ 

846,987 

18.325 

$1, '♦56,501 
977,569 
79,51't 

$2,513,58<^ 

$1,453,197 

846,370 

4,592 

$2,284,159 

$1,434,909 
763,203 
-0- 

0.93 
(1 1 .  78  ) 
(95.31) 

Total   Expenditures 

$2,198,112 

========== 

(5.92) 

======= 

Fund  Sources 

General   Fund 
State   Special 

_1_ 

809,797 
,<»40,739 

$      979,032 
1,534,552 

$      868,740 
1,415,419 

$      805,048 
1,393,064 

(6.43) 
(5.61) 

Total   Funds 

$2 

=  =  ; 

,250,536 

$2,513,584 

$2,284,159 

$2,198,112 

========== 

_L§l??i 

Program  Description 

The  State  Auditor's  Office,  established  by  Article  VI,  Section  1  of  the 
Montana  Constitution,  has  statutory  responsibility  to  superintend  the  fiscal  con- 
cerns of  the  state,  suggest  plans  for  improvement  and  management  of  public 
revenues,  keep  an  accounting  system  of  all  state  funds,  and  pay  into  the  state 
treasury  aU  funds  and  fees  received.  The  state  auditor  is  both  ex -officio  com- 
missioner of  insurance  and  ex -officio  securities  commissioner.  The  state  auditor 
is  charged  with  the  duty  of  licensing  and  regulating  insurance  companies  and 
agents  within  the  state.  The  state  auditor  is  also  assigned  the  responsibility  of 
regulating  and  registering  issuers,  broker- dealers,  and  investment  advisors,  and 
licensing  all  securities  salesmen.  The  auditor  is  the  director  of  the  central 
payroll  system  which  is  responsible  for  paying  state  employees. 


The    Office    of    the    State    Auditor    is    divided    into    four    divisions: 
Management,  Audit,  Insurance,  and  Securities. 


Central 


Budget 

Current  level  provides  a  5.9  percent  decrease  from  the  1989  to  the  1991 
biennium.  Personal  services  increase  0.9  percent  primarily  because  vacancy 
savings  in  fiscal  1988  was  9.67  percent,  compared  to  the  4.0  percent  vacancy 
savings  applied  in  the  1991  biennium. 

Operating  expenses  decrease  11.8  percent  due  to  the  following. 

1)  The  elimination  of  $14,052  in  expenditures  from  current  level  which  were 
over-accrued  for  fiscal  1988. 
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2)  The  elimination  of  $7,129  in  other  expenses  which  were  in  excess  of  the 
fiscal  1988  budget. 

3)  The  1989  biennium  includes  a  biennial  appropriation  of  $118,000  of 
one-time  costs  for  a  new  warrant  system.  Only  $26,943  of  the  total  appropriation 
was  spent  in  fiscal  1988.  The  remaining  $91,057  was  carried  forward  into  fiscal 
1989. 

4)  Net  decreases  of  $7,399  in  operating  costs  resulting  from  negative 
inflationary  adjustments . 

5)  An  increase  of  $54,906  for  legislative  audit  fees. 

Operating  expenses  for  fiscal  1991  are  lower  by  $70,562  because  audit  costs 
are  included  in  fiscal  1990  only,  and  because  deflation  decreases  costs  $12,605. 

Current  level  equipment  is  the  agency  request  of  $4,592  in  fiscal  1990  only. 
The  $18,325  spent  in  fiscal  1988  includes  $2,024  of  an  $81,250  biennial  appropri- 
ation for  a  warrant  writing  system.  The  remaining  $79,226  of  the  appropriation  is 
continued  in  fiscal  1989. 

Funding 

Funding  is  provided  by  general  fund  and  state  special  revenue  generated  by 
insurance  and  securities  licenses  and  by  service  charges  against  non- general  fund 
programs  for  central  payroll.  General  fund  decreases  by  6.4  percent  in  the  1991 
biennium  because  of  decreases  in  operating  costs.  State  special  revenue 
decreases  5.6  percent,  not  only  because  operating  costs  have  decreased,  but  also 
because  the  1989  biennium  included  utilization  of  over  $200,000  in  excess  fund 
balance  in  the  Central  Payroll  State  Special  Revenue  account. 


CENTRAL  MANAGEMENT 

Actual 

Appropriated 

-  -  -  Current 

Level  

/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
8.00 

1989 

1990 
8.00 

1991 
8.00 

Biennium 

F.T.E. 

8.00 

0.00 

Personal  Services 

$195,872 

$197,547 

$196,928 

$196,991 

0.13 

Operating  bxpenses 

33,075 

40,492 

21,100 

17,608 

(47.38) 

Equipment 

«i95 
$229,442 

-0- 

459 

$218,487 

======== 

-0- 

(7.27) 

Total  Expenditures 

$238,039 

$214,599 

======== 

(7.36) 

======= 

Fund  Sources 

General  Fund 

$229,442 

$238,039 

======== 

$218,487 

$214,599 

======== 

_£7^36J 
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Program  Description 

The  Central  Management  Division  of  the  State  Auditor's  Office  is  responsible 
for  centralized  services,  including  personnel,  payroll,  accounting,  data  processing 
assistance,  mail  service,  and  administrative  and  budgeting  functions  for  the 
agency. 

Budget 

Current  level  provides  a  7.4  percent  decrease  from  the  1989  to  the  1991 
biennium.  Personal  services  increase  0.1  percent  because  fiscal  1988  had  a  5.1 
percent  vacancy  savings,  compared  to  the  4.0  percent  vacancy  savings  applied 
for  fiscal  1990  and  1991. 

Operating  expenses  decrease  47.4  percent  because  the  fiscal  1989  budget  is 
nearly  $7,000  higher  than  what  was  actually  spent  in  fiscal  1988  and  postage  and 
mailing  costs  of  $13,332  were  transferred  to  the  Audit  Division  at  the  agency 
request.  Offsetting  these  decreases  was  an  increase  of  $2,100  for  audit  costs  in 
fiscal  1990. 

The  equipment  budget  for  the  1991  biennium  is  $459  for  office  equipment  as 
requested  by  the  agency. 

Funding 

General  fund  support  for  this  program  decreases  by  7.4  percent,  reflecting 
decreases  in  program  costs. 


AUDIT  DIVISION 

Actual 

Appropriated 

. 

-   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
19.50 

1989 

1990 
19.50 

1991 
19.50 

Biennium 

F.T.E. 

19.50 

0.00 

Personal  Services 

$ 

<»15,<»23 

$     <tl2,141 

$ 

409,912 

$410,480 

(0.87) 

Operating  Expenses 

59E,'!»55 

688,216 

640,780 

573,124 

(5.21 ) 

Equipment 

$1 

5,Z3<J 
,013,092 

79,226 
$1,179,585 

$1 

654 
,051,346 

-0- 

(99.23) 

Tolnl  Expenditures 

$983,604 

(7.19) 

Fund  Sources 

General  Fund 

$ 

580,355 

$      740,993 

$ 

650,253 

$590,449 

(6.10) 

State  Special 

— 

432,737 

438,590 

401,093 

393,155 

(8.85) 

Total  Funds 

$1 

,013,092 

!lilZ?I§?3 

$1 

,051,346 

!?§?l6?^ 

MlW. 
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Program  Description 

The  Audit  Division  is  comprised  of  two  divisions:  Fiscal  Management  Division 
and  Central  Payroll  Division.  The  Fiscal  Management  Division  is  responsible  for 
preparing  and  mailing  state  warrants  and  for  depositing  all  monies  received  by 
the  state  auditor.  The  Central  Payroll  Division  is  responsible  for  preparing  the 
state  payroll  for  all  state  agencies.  This  division  is  responsible  for  maintaining 
the  data  base  for  the  Payroll/Personnel/Position  Control  System  (PPP),  which  is 
an  integrated  data  base  system  incorporating  all  the  requirements  and  data 
elements  of  three  systems:     payroll,  personnel,  and  position  control. 

Budget 

Current  level  decreases  7.2  percent  from  the  1989  to  the  1991  biennium. 
Personal  services  decrease  0.9  percent  because  there  was  a  3.3  percent  vacancy 
savings  in  fiscal  1988,  compared  to  the  4.0  percent  vacancy  savings  applied  in 
the  1991  biennium. 

Operating  expenses  decrease  5.2  percent  because  of  the  net  of  the  following. 

1)  Legislative  audit  fees  for  two  central  payroll  audits  and  two  warrant  area 
audits  increase  from  $14,945  in  fiscal  1988  to  $55,287  in  fiscal  1990  for  an  increase 
of  $40,342. 

2)  Over  $56,000  in  postage  costs  were  transferred  to  this  program  from 
other  programs.  Since  there  was  no  method  of  allocating  postage  within  the 
department  in  the  1989  biennium,  a  piece  count  was  done  to  determine  proper 
allocation  for  the  1991  biennium;  the  postage  expense  is  being  reallocated 
accordingly. 

3)  Expenditures  over-accrued  by  $14,052  in  fiscal  1988  were  reduced. 

4)  Inflation  and  deflation  factors  applied  to  computer  processing  and  other 
costs  resulted  in  a  net  decrease  of  $18,002  in  fiscal  1990. 

5)  Fiscal  1988  includes  a  one-time  expenditure  of  $26,943  for  a  new  warrant 
system  which  was  not  included  in  the  1991  biennium. 

6)  A  postage  inflation  increase  of  approximately  $11,000  is  included  in  each 
fiscal  year  of  the  1991  biennium. 

The  agency  requested  $654  for  office  equipment  in  fiscal  1990  only.  Fiscal 
1989  iticludes  the  unspent  portion  of  a  biennial  appropriation  of  $79,226  for  a  new 
warrant  system. 

Funding 

The  program  obtains  funds  in  the  form  of  payroll  service  fees  from  agency 
non- general  fund  operations.  These  fees  are  deposited  into  the  state  special 
revenue  central  payroll  operating  fund.  There  is  a  direct  appropriation  from  the 
general  fund  for  payroll  services  to  general  funded  employees.  The  warrant 
writing  system  is  supported  by  general  fund.  General  fund  decreases  6.1  per- 
cent and  state  special  revenue  decreases  8.9  percent.  An  existing  fund  balance 
of  over  $200,000  from  the  Central  Payroll  account  was  used  to  offset  general  fund 
in  the  1989  biennium.  A  balance  of  $15,650  is  used  to  offset  general  fund  in 
fiscal  1990. 

A-75 


STATE  AUDITOR'S 

OFFICE 

Page  5 

INSURANCE  DIVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1968 
Z5.00 

1989 

1990 
25.00 

1991 
25.00 

Biennium 

F.T.E. 

25.00 

0.00 

Personal  Services 

$5^^7,800 

$617, 3« 

$605,136 

$605,894 

5.94 

Operating  Expenses 

171,880 

196,980 

l'f0,<*73 

131,575 

( 26 . 25  ) 

Equipment 

7,143 

$726,823 

======== 

288 

$81^,613 

2,029 

$7<t7,638 

======== 

-0- 

(72.70) 

Total  Expenditures 

$737,46? 

(3.65) 

======= 

Fund  Sources 

State  Special 

tm^ 

?§i^i*il 

$7^7,638 

$737,469 

======== 

-L5i65i 

Program  Description 

The  Insurance  Division  is  responsible  for  regulating  activities  related  to  the 
insurance  industry  in  the  state.  The  duties  of  the  division  include  licensing  of 
insurance  agents,  monitoring  of  trade  practices  and  insurance  rates,  and  the 
investigation  of  insurance- related  consumer  complaints.  Section  33-30-105,  MCA, 
requires  the  audit  of  non-profit  health  service  organizations  once  every  four 
years . 

Budget 

Current  level  decreases  3.7  percent  from  the  1989  to  the  1991  biennium. 
Personal  services  increase  3.9  percent  because  the  program  had  a  16.8  percent 
vacancy  savings  in  fiscal  1988  compared  to  4.0  percent  vacancy  savings  applied  in 
the  1991  biennium. 

Operating  expenses  decrease  26.3  percent  for  the  following  reasons. 

1)  Current  level  was  based  on  fiscal  year  1988  expenditures  which  were 
$25,000  less  than  the  fiscal  1989  budget. 

2)  The  agency  spent  $5,820  more  in  the  other  expense  category  in  fiscal 
1988  than  was  budgeted.     Therefore,  it  has  been  removed  from  the  base. 

3)  Postage  and  mailing  expenses  of  $35,089  were  transferred  to  the  Audit 
Division . 

4)  Audit  fees  increase  $9,298  in  fiscal  1990. 

The  equipment  budget  is  $2,029  in  fiscal  1990  for  office  equipment  as 
requested  by  the  agency. 
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Funding 


The  Insurance  Division  is  funded  by  the  Insurance  Regulatory  State  Special 
Revenue  Account,  which  receives  fee  and  license  revenues  from  regulated 
insurance  companies.  Any  balance  in  the  account  at  fiscal  year  end  is  required 
by  statute  to  revert  to  the  general  fund.  Therefore,  any  increase  to  this  budget 
has  a  dollar  for  dollar  impact  on  general  fund  revenue. 


SECURITIES  DIVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

9.00 

9.00 

9.00 

9.00 

0.00 

Personal   Services 

$226,129 

$229,'i68 

$221,221 

$221,5<t4 

(2.82) 

Operating   Expenses 

^^9,597 

51,881 

'♦<i,017 

'^0,896 

(16.32) 

Equipment 

5,«3 
$281,179 

-0- 

1,«0 

-0- 

(73. <H) 

Total  Expenditures 

$281,3^9 

$266,688 

$262,559 

JAlViI 

Fund  Sources 

State  Special 

$281,179 

$281,3^9 

!?§6,68a 

$262,<f40 

======== 

JlS.J^l 

Program  Description 

The  Securities  Division  is  responsible  for  the  administration  of  the  Securities 

Act  of  Montana  as  provided  in   Title  30,    Chapter   10,    MCA.      The  division  carries 

out    licensing,     regulation,  and    enforcement    duties     related    to    securities    and 
investments . 

Budget 

Current  level  decreases  5.9  percent  from  the  1989  to  the  1991  biennium. 
Personal  services  decrease  2.8  percent  because  employee  turn-over  resulted  in 
new  personnel  being  hired  at  lower  steps  on  the  pay  matrix.  Vacancy  savings  in 
fiscal  1988  was  5.4  percent  compared  to  4.0  percent  vacancy  savings  applied  in 
the  1991  biennium. 

Operating  expenses  decrease  16.3  percent.  This  decrease  included:  1)  a 
reduction  of  $1,309  in  the  other  expense  category  because  fiscal  1988  expend- 
itures exceeded  the  amount  budgeted;  2)  a  reduction  of  $8,065  in  postage  and 
mailing  expenditures  which  were  transferred  to  the  Audit  Division;  3)  an  increase 
of  $3,166  for  audit  fees  in  fiscal  1990;  and  4)  net  increases  of  $628  resulting 
primarily  from  the  application  of  inflationary  factors. 
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Funding 


The  Securities  Division  is  funded  by  the  Securities  Regulatory  State  Special 
Revenue  Accotuit,  which  receives  fees  from  regiilated  securities  companies.  Any 
balance  in  the  account  at  fiscal  year- end  is  required  to  revert  to  the  general 
fund.  Therefore,  any  increase  to  this  budget  has  a  dollar  for  dollar  impact  on 
general  fund  revenue. 
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DEPARTMENT  OF 
COMPARISON  OF  EXECUTIVE  BUDGET 

JUSTICE 

'  AND  LFA  CURRENT 

LEVEL 

FTE 
Fiscal  1991 

------  Biennium  ------ 

General  Fund                 Total  Funds 

Executive  Budget                                   560.85 
LFA  Current  Level                                554.15 

$  9,776,225 
10.195.477 

$44,192,994 
42,775,746 

Executive  Over  (Under)  LFA             ==§^20 

L=Lil%-^^U 

Lhiii^m 

The  executive  budget  is  lower  than  LFA  current  level  by  $419,252  in  general 
fund  but  $1,417,248  higher  in  total  funds.  The  major  differences  occur  due  to: 
1)  the  vacancy  savings  calculation  and  more  FTE  in  the  executive  budget;  2) 
higher  operating  expenses  in  the  executive  budget;  3)  reduced  equipment 
allowances  in  the  executive  budget;  4)  modified  budget  requests  included  in  the 
executive  budget;  and  5)  funding  shifts. 

ISSUE  1:     PERSONAL  SERVICES 

The  executive  budget  applied  2  percent  vacancy  savings  or  less  in  all 
programs  as  compared  to  a  4  percent  vacancy  savings  rate  applied  to  most 
programs  in  LFA  current  level.  This  results  in  the  executive  budget  being 
$116,941  higher  in  general  fimd  and  $457,158  higher  in  total  funds  than  LFA 
current  level.  Further,  the  executive  current  level  budget  contains  3.20  more 
FTE  than  LFA  current  level,  at  a  cost  of  $53,463  in  total  funds. 

ISSUE  2:     OPERATING  EXPENSES 

The  executive  budget  is  higher  than  LFA  current  level  in  operating  expenses 
by  $1,007,253  for  the  biennium  as  shown  in  Table  A. 
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Table  A 
Comparison  of  Executive  Budget  and  LFA  Current  Level  Operating  Expenses 

-  -   -  Executive  Over  (Under)  LFA  - 


c 

Jeneral  Fund    . 

Other 

Biennium 

Driver  Services/Hwy.   Patrol 

Rent  Increases 

$  24,000 

$  81,940 

$     105,940 

Highway  Patrol  Division 

Vehicle  Repair,  Travel,   Conununicaiions 

-0- 

(65,383) 

(65,383) 

Motor  Vehicle  Registrar 

Printing 

-0- 

89,937 

89,937 

Special  Investigation  Bureau 

Training 

-0- 

(32,000) 

(32,000) 

Investigation  Seed  Money 

-0- 

120,000 

120,000 

Data  Processing  Division 

CJIN  Cost  Increases 

-0- 

36,800 

36,800 

Central  Services  Cost  AUocation 

181,543 

543,574 

725,117 

Other 

6.441 

20.401 

26.842 

Total  $211^984  $795^269.       $1,007^253. 


Driver  Services/Highway  Patrol  Division  --  Rent  Increases.  The  executive  budget 
includes  increases  above  fiscal  1988  levels  for  rent  of  driver  examination  stations 
and  field  highway  patrol  offices.  The  increases  are  to  enable  moves  to  larger 
spaces  for  driver  examining  stations,  for  possible  rent  increases,  and  in 
anticipation  of  rental  charges  for  highway  patrol  offices  that  are  currently  being 
provided  to  the  patrol  at  no  cost  in  several  county  office  spaces. 

Highway  Patrol  Division  Operating  Expenses.  The  executive  budget  is  lower  in 
Highway  Patrol  Division  for  vehicle  maintenance  by  $33,334  and  in-state  travel  by 
$47,516.  The  executive  budget  is  higher  than  LFA  current  level  by  $15,467  for 
communications  costs. 

Motor  Vehicle  Registrar  --  Printing.  The  executive  budget  is  higher  than  LFA 
current  level  for  printing  in  the  Motor  Vehicle  Registrar  Program.  Fiscal  1988 
printing  expenses  exceeded  the  1988  appropriation  for  that  expense  by  over 
$40,000  and  was  $54,000  higher  than  any  previous  year.  LFA  current  level  for 
printing  costs  is  at  the  fiscal  1988  appropriated  level  plus  inflation  factors. 

Special  Investigation  Bureau  Operating  Expenses.  The  executive  budget  is 
$120,000  higher  than  LFA  current  level  for  investigative  purchases  of  contraband, 
or  "up  front"  money  and  "buy  money".  The  executive  budget  is  $32,000  lower 
than  LFA  current  level  for  training  expenses.  The  reduction  is  below  the  fiscal 
1988  base. 

Data  Processing  Division  --  CJIN  Cost  Increases.  The  executive  budget  is  higher 
than  LFA  current  level  for  increased  costs  of  the  Criminal  Justice  Information 
Network  (CJIN).  LFA  current  level  leaves  costs  at  the  base  level,  since  user 
fees  for  the  service  are  not  increased. 


Central  Services  Cost  Allocation.  The  executive  budget  is  higher  than  LFA 
current  level  for  indirect/administrative  costs  charged  to  each  program  for  the 
services  of  the  Central  Services  Division.  The  division  has  previously  been 
funded  by  general  fund,  but  the  executive  budget  shifts  funding  to  a  proprietary 
account,  to  be  reimbursed  by  fees  charged  to  other  programs. 


ISSUE  3:     EQUIPMENT 

The  executive  budget  is  $300,438  lower  in  equipment  than  LFA  current  level. 
The  major  reductions  were  in  the  Driver  Services  Bureau  and  the  Highway  Patrol 
Division . 


ISSUE  4:     MODIFIED  BUDGET  REQUESTS 

The  executive  budget  includes  four  budget  modifications  for  the  Department 
of  Justice,  totalling  3.50  FTE  in  fiscal  1991  and  $250,375  in  other  funds  for  the 
1991  biennium.     The  budget  modifications  are  listed  in  Table  B. 

Table  B 

Budget  Modifications  Included  in  Executive  Budget 

1991  Biennium 


FY91 

Program 

Modified  Name 

FTE 

Fund 

Amount 

1.  Agency  Legal  Services 

Additional  Staff 

3.50 

Proprietary 

$165,397 

Z.  Agency  Legal  Services 

Computer  Pilot  Project 

0.00 

Proprietary 

Z2,9<H 

3.  Highway  Patrol  Division 

Hand-Held  Radios 

0.00 

Highway  State  Special 

56,000 

tk.    Law  Enforcement  Academy 

Coroner's  Training 

0.00 

Motor  Vehicle  State  Special 

6,037 

Total  Modifieds 

5i§? 

$250,375 

======== 

ISSUE  5:  FUNDING 

SHIFTS 

The  executive  budget  shifts  the  Central  Services  Division  from  general  fund 
to  a  proprietary  account  operation,  and  each  program  would  be  allocated  costs  for 
the  services  it  receives.  The  fund  shift  results  in  the  executive  budget 
incliKiing  approximately  $708,700  less  general  fund  than  LFA  current  level.  In 
addition,  the  executive  budget  utilizes  $110,000  less  motor  vehicle  state  special 
revenue  funds  in  the  Driver  Services  Bureau  than  LFA  current  level,  replacing  it 
with  a  like  amount  of  general  fund. 
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Actual 

Appropriated 

-  -  -  Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

561.10 

562.70 

55'^.  15 

554.15 

(6.95) 

Personal  Services 

$1^^ 

,910,815 

$15,577,128 

$15,259,163 

$15,265,123 

0.12 

Operating  Expenses 

5 

,091,036 

3,080,001 

5,091,364 

4,951,881 

(1 .  26 ) 

Equipment 

-J. 

>3a^'605 

1,105,712 

1,130,384 

1,077,831 

(11.33) 

Total  Operating  Costs 
Non -Operating  Costs 


$21,386,456 
248,000 


$21,762,841 
-0- 


$21,480,911 
-0- 


$21,294,835 
-0- 


(0.87) 
(100.00) 


Total  Expenditures 
Fund  Sources 


$21,634,456 


$21,762,841 


$21,480,911 


$21,294,835 


General  Fund 
State  Special 
Federal  and  Other 
Proprietary 


$  5,113,962 

14,662,380 

1,416,783 

441,331 


$  4,997,678 

14,700,124 

1,571,500 

493,539 


$  5,160,248 

14,643,837 

1,235,742 

441,084 


$  5,035,229 

14,594,336 

1,222,873 

442,397 


0.83 
(0.42) 
(17.72) 
(5.50) 


Total  Funds 


$21,634,456 


$21,762,841 


$21,480,911 


$21,294,835 


Agency  Description 

The  Department  of  Justice,  under  the  direction  of  the  Attorney  General,  is 
responsible  for  state  law  enforcement  and  public  safety.  The  duties  of  the 
department  include  the  following:  1)  attend  the  Supreme  Court;  2)  exercise 
supervisory  powers  over  county  attorneys  in  all  matters  pertaining  to  the  duties 
of  their  offices;  3)  assist  county  attorneys  in  the  discharge  of  their  duties;  4) 
give  legal  opinions;  5)  enforce  Montana  traffic  laws  and  register  all  motor 
vehicles;  and  6)  enforce  state  fire  safety  codes  and  regulations. 

Budget 

Current  level  results  in  a  1.4  percent  decrease  in  the  agency  budget  from 
the  1983  biennium  to  the  1991  biennium.  A  major  reason  for  the  decrease  is  the 
inclusion  of  the  one-time  costs  in  the  1989  biennium  to  purchase  the  Law 
Enforcement  Academy  buildings. 

Personal  services  increase  slightly  in  spite  of  a  reduction  of  nearly  7.00  FTE 
due  primarily  to  significantly  higher  vacancy  savings  in  fiscal  1988  than  budgeted 
for  the  agency.  The  majority  of  the  FTE  reductions  were  due  to  reductions  in 
federally  funded  positions  in  the  Highway  Patrol  Division  and  the  Criminal 
Investigation  Bureau,  and  to  the  removal  of  positions  in  the  Driver  Services 
Bureau  that  were  vacant  all  of  fiscal  1988. 

Operating  expenses  decrease  slightly,  although  fiscal  1990  costs  are  at  fiscal 
1988  base  levels.     Fiscal  1991  current  level  is  lower  than  fiscal  1990  primarily  due 
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to  the  inclusion  of  biennial  appropriations  in  fiscal  1990  of  $100,000  court  costs 
for  the  Indian  Legal  Jurisdiction  and  $28,238  audit  fees  for  the  Central  Services 
Division . 

Equipment  included  in  current  level  is  predominantly  for  the  Highway  Patrol 
Division  (84  percent),  for  the  replacement  of  highway  patrol  vehicles  and  for  law 
enforcement  equipment. 

Non- operating  costs  in  fiscal  1988  were  for  the  purchase  of  the  Law 
Enforcement  Academy  buildings  in  Bozeman,  as  directed  by  the  1987  legislature. 

Funding 

General  fund  provides  24  percent  of  total  funds  for  the  Department  of 
Justice  and  supports  all  or  part  of  11  programs,  as  shown  in  Table  1  below. 


Table  1 

General  Fund  -  Department  of  Justice 

1991  Biennium 


Program 

Legal  Services  Division 

Indian  Legal  Jurisdiction 

County  Prosecutor  Services 

Driver  Services  Bureau 

Law  Enforcement  Services  Administration 

County  Attorney  Payroll 

Fire  Harshall  Bureau 

Identification  Bureau 

Criminal  Investigation  Bureau 

Central  Services  Division 

Transportation  of  Prisoners 

Total 


Percent   of 

Percent  of 

Program 

Fiscal 

Fiscal 

Biennium 

Support 

1990 
$     803,<i69 

1991 
$      799,26<t 

Total 

97.2 

15.7 

100.0 

165,675 

63,709 

2.2 

100.0 

157,580 

137,605 

2.7 

7<>.<t 

1,786,795 

1,785,032 

35.0 

100.0 

81,252 

80, 9-^7 

1.6 

100. 0 

952,516 

952,672 

18.7 

100.0 

325,550 

512,«1 

6.3 

100.0 

230,891 

255,407 

4.5 

100.0 

175,218 

175,578 

3.4 

97.2 

358,835 

549,909 

7.0 

100.0 

146,869 

146,875 

2.9 

?5,160,2^8 

$5,035,229 

igo^o 

The  small  increase  in  general  fund  is  primarily  in  the  Driver  Services 
Ruipnn,  where  there  is  a  shortfall  of  motor  vehicle  registration  state  special 
revenues  as  compared  to  the  1989  biennium,  and  the  shortfall  is  made  up  using 
general  fund. 

State  special  revenue  funds  provide  68  percent  of  total  funding  for  the 
Department  of  Justice  in  the  1991  biennium.  Table  2  shows  the  state  special 
revenue  ftuids  for  the  1991  biennium. 
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Table  2 
1991  Biennium  State  Special  Revenue  Funds  -  Department  of  Justice 


Fund  Source/Program 

Highways  Special  Revenue  (Gas  Tax) 

-  Highway  Patrol  Division 
Motor  Vehicle  Registration 

-  7  Programs  (See  Table  't ) 
Criminal  Justice  Information  Network 

User  Fees  -  Data  Processing  Div. 
Alcoholism  Treatment  Rehabilitation 

-  Forensic  Science  Division 
Tuition  Fees 

-  Law  Enforcement  Academy 
Other 


v.   Program 

Fiscal 

Fiscal 

■/.  of   Bien. 

Support 

1990 

1991 

Total 

95.1 

$   9,767,<»25 

$9,7'»1,225 

66.7 

-- 

<t,  302, 662 

'♦,278,811 

29.4 

z't.e 

213,000 

213,000 

1.5 

zo.o 

156,250 

156,800 

1.0 

21.6 

110,000 

110,000 

0.8 

~ 

94,500 

94,500 

0.6 

$l<i,6't3,837 

$14,594,336 

100. 0 

Federal  and  other  funds  provide  6  percent  of  total  funds  for  the  department 
in  the  1991  biennium,  although  federal  funds  decrease  17.7  percent  from  the  1989 
to  the  1991  biennium  as  shown  in  Table  3. 


Table  3 
1989  and  1991  Biennium  Federal  and  Other  Funds  -  Department  of  Justice 


Fund  Source/Program 

MCSAP  -  Truck  Inspection 

-  Highway  Patrol  Division  (HPD) 
Highway  Traffic  Safety  Grant 

-  HPD  -  65  MPH  Enforcement 

Board  of  Crime  Control  -  Drug  Enforce. 

-  Special  Investigation 

Coal  Board  Grant  -  Crime  Investigation 

-  Special    Inveritigation 

Motor  Vehicle  Property  Tax  Conversion 

-  Motor  Vehicle  Registrar 
Federal  Grant  -  Commercial  Vehicle 

Operator's  Lie.  -  Driver  Svcs .  Bur. 
Rocky  Mtn.  Infor.  Network  ( RMIN )  -  Crime 

Investigation  -  Criminal  Invest.  Bur. 
Budget  Amendments 
other  (Primarily  One-Time  Small  Grants) 

Total 


1989 

1991 

Biennium 

Biennium 

(Difference) 

v.  Chanje 

$      756,270 

$ 

725,311 

$   (30,959) 

(4.1) 

314,776 

286,316 

(28,460) 

(9.0) 

661,355 

650,879 

(10,476) 

(1.6) 

594,458 

596,109 

1,651 

0.3 

105,581 

-0- 

(105,581 ) 

100.0 

282,874 

200,000 

(82,874) 

(29.3) 

77,097 

-0- 

(77,097) 

100.0 

79,452 

-0- 

(79,452) 

100.0 

116,420 

-0- 

(116,420) 
f(^529,668J 

100.0 

!?i??8l??3 

!? 

,458,615 

Wl-JA 
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The  decline  in  federal  revenue  is  due  to  several  reasons,  including  one-time 
funds  provided  in  the  1989  biennium  only  for  conversion  to  motor  vehicle  property 
taxes,  a  reduction  in  federal  funds  for  implementation  of  the  commercial  vehicle 
operator's  license,  termination  of  Rocky  Mountain  Information  Network  (RMIN) 
funds,  and  budget  amendments  and  one-time  small  grants  in  the  1989  biennium 
only.     Further  detail  on  these  changes  is  provided  in  the  program  narratives. 

Proprietary  funds  provide  2  percent  of  total  funds  for  the  department  in  the 
1991  biennium,  and  are  for  the  operation  and  audit  costs  of  Agency  Legal 
Services. 

Motor  Vehicle  Registration  Account:  Motor  vehicle  account  funds  are  used  for 
several  programs  within  the  Department  of  Justice  as  well  as  for  the  prison 
license  plate  factory,  as  shown  in  Table  4.  The  table  shows  the  programs  being 
funded  with  motor  vehicle  funds  in  the  1989  biennium  and  current  level  for  the 
1991  biennium,  including  an  anticipated  supplemental  request  by  the  agency  for 
fiscal  1989  to  help  pay  for  the  purchase  of  the  Law  Enforcement  Academy 
buildings . 


Table  4 
Motor  Vehicle  Account  Cash  Flow  Summary 


Beginning  Fund  Balance 
Revenues 


Total  Funds  Available 


Expenditures 

Driver  Services  Bureau 
Vehicle  Registration 
Law  Enforcement  Academy 
Supplemental  -  Purchase 

Law  Enforcement  Academy  Buildings 
Special  Investigation  -  Matching  Funds 

( Undercover  Drug  Unit ) 
Central  Services  -  Audit 
Data  Processing  Division  -  CJIN 
Forensic  Science  Division 
Prison  License  Plate  Factory 
Adjustments 


Actual 

Approp. 

-  - 

Projected  - 

-  -  -  - 

FYSS 

FY89 

FY  90 

FY91 

$  612,162 

$ 

(2'i7,175) 

$ 

(121,298) 

$ 

17,093 

'f.OBS.SZB 

_5 

,138,500 

4 

,900,000 

4 

,900,000 

$'V,667,<*87 

$4 

,891,325 

$4 

,778,702 

$4 

,917,093 

$   355,900 

$ 

57<i,238 

$ 

445,000 

$ 

445,000 

1,962,056 

2 

,06<»,472 

2 

,068,629 

2 

,042,534 

/"i^.OSO 

300, 154 

398,200 

400,105 

-0- 

118,000 

-0- 

-0- 

113,111 

129,136 

107,778 

109,182 

5,175 

635 

5,083 

-0- 

689,259 

700,503 

652,953 

654,847 

612,139 

629,368 

625,019 

627,145 

'♦48,799 

496,117 

458,947 

503,539 

(15,827) 

-0- 

-0- 

-0- 

Total  Expenditures 

Ending  Fund  Balance 
Inventory  on  Hand* 


1247,175) 
128,496 


(121,298) 
128,496 


17,093 
128,496 


134,745 
128,496 


Cash  Available 


$  (375,671) 


$  (249,794) 


•Assumed  to  l>e  constant,  based  on  fiscal  1988  ending  balance. 


$  (111,403) 


$    6,247 
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Revenue  estimates  included  in  Table  4  are  as  prepared  by  the  Department  of 
Justice,  and  appear  to  be  reasonable.  Revenues  increase  sharply  beginning  in 
fiscal  1988  due  to  approval  of  higher  vehicle  registration  fees  by  the  1987 
legislature,  effective  January  1,  1988.  However,  funds  available  for  program 
operations  decrease  from  the  1989  biennium  to  the  1991  biennium  by  over 
$380,000,  due  to  the  use  of  the  $612,162  fund  balance  at  the  beginning  of  the 
1989  biennium  for  1989  biennium  operations,  the  supplemental  request  to  pay  for 
the  Law  Enforcement  Academy  buildings  in  fiscal  1988,  and  an  anticipated  negative 
cash  balance  at  the  beginning  of  the  1991  biennium. 

The  motor  vehicle  account  does  not  have  sufficient  revenue  to  ftdly  support 
the  programs  shown  in  Table  4,  and  the  general  fund  makes  up  the  shortfall  (in 
the  Driver  Services  Bureau) .  There  is  a  direct  impact  on  general  fund  for  every 
dollar  spent  on  these  programs. 

Table  4  also  shows  that  the  motor  vehicle  account  began  fiscal  1989  with  a 
negative  cash  balance.  The  account  therefore  had  insufficient  funds  to  pay  its 
liabilities  at  the  end  of  fiscal  1988,  but  was  able  to  get  a  loan  through  the 
Department  of  Administration  to  pay  liabilities.  Section  17-2-107(2),  MCA, 
authorizes  the  Department  of  Administration  to  make  loans  when  cash  is 
insufficient,  provided  there  is  reasonable  evidence  that  income  will  be  sufficient 
to  restore  the  amount  transferred  within  one  calendar  year.  It  also  states  that 
no  account  shall  be  so  impaired  that  all  proper  demands  thereon  cannot  be  met. 
Table  4  projections  indicate  a  negative  cash  balance  for  three  consecutive  years  in 
the  Motor  Vehicle  fund,  which  brings  into  question  the  eligibility  for  a  loan  under 
the  statutory  conditions  stated  above. 

Programs 

Table  5  itemizes  the  FTE  and  funding  level  by  program  for  the  Department 
of  Justice. 
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Table  5 
1989  Bienniiun  FTE  and  Current  Level  by  Program 


Program 

Legal  Services  Division 
Indian  Legal  Jurisdiction 
County  Prosecutor  Services 
Agency  Legal  Services 
Driver  Services  Bureau 
Highway  Patrol  Division 
Motor  Vehicle  Registration 
Law  Enforcement  Services 
County  Attorney  Payroll 
Law  Enforcement  Academy 
Fire  Marshall  Bureau 
Identification  Bureau 
Criminal  Investigation  Bureau 
Special  Investigation  Bureau 
Central  Services  Division 
Data  Processing  Division 
Transportation  of  Prisoners 
Forensic  Science  Division 

Total  Agency 


FTE 

-  -  -  Current 

Level 

1991 

Fiscal 

Fiscal 

Biennium 

1990 

1991 

19.50 

$       826,969 

$       822,764 

2.00 

163,673 

63,709 

3.00 

137,380 

137,605 

10.00 

440,520 

442,397 

85.20 

2,402,795 

2,401,032 

255.40 

10,267,201 

10,238,392 

73.00 

2,068,629 

2,042,534 

2.00 

81,252 

80,947 

19.05 

952,316 

952,672 

10.00 

508,200 

510,103 

9.00 

325,550 

312,431 

7.00 

230,891 

233,407 

4.00 

173,218 

173,378 

16.00 

729,060 

734,888 

9.00 

379,166 

349,909 

15.00 

865,953 

867,847 

0.00 

146,869 

146,875 

15.00 

781.269 

783.945 

554.15 


$21,480,911 


$21,294,835 


LEGAL  SERVICES  DIVISION 


Actual 

Appropriated 

-   -   -  Current 

Level   

/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 
19.00 

1989 

1990 
19.50 

1991 
19.50 

Biennium 

F.T.E. 

19.00 

0.50 

Personal   Services 

$668,859 

$667,890 

$681,061 

$682,516 

2.01 

Operating   Expenses 

133,851 

129,185 

139, '♦58 

127,248 

1.40 

Equipment 

l,l<f9 

$803,859 

======== 

-0- 

6,450 
$826,969 

13,000 
$822,764 

1592.78 

Total  Expenditures 

$797,075 

...\Jil 

Fund  Sources 

General   Fund 

$781,823 

$775,185 

$803, '»69 

$799,264 

2.94 

State   Special 

ZZ,036 
$803,859 

21,890 
$797,075 

23,500 
$826,969 

23,500 

7.00 

Total   Funds 

$822,764 

__-5l95 
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Program  Description 

The  Legal  Services  Division  provides  the  Attorney  General  with  legal 
research  and  analysis;  provides  legal  counsel  for  state  government  officials, 
bureaus,  and  boards;  represents  Montana's  interests  in  cases  before  state  and 
federal  courts,  an ti- trust  cases,  and  cases  involving  property  that  reverts  to  the 
state  in  the  absence  of  legal  heirs;  interprets  laws;  provides  legal  assistance  to 
local  governments  on  bond  issues  and  other  matters;  and  enforces  the  laws 
relating  to  the  reporting  and  collection  of  unclaimed  property  owing  to  persons 
who  cannot  be  located. 

Budget 

Current  level  provides  for  a  3  percent  increase  from  the  1989  biennium  to 
the  1991  biennium,  primarily  due  to  the  addition  of  0.50  FTE  and  a  larger 
equipment  budget  in  the  1991  biennivim. 

Personal  services  increase  2  percent  due  to  the  transfer  of  0.50  FTE  late  in 
fiscal  1988  from  the  Driver  Services  Bureau  to  add  a  legal  secretary  position. 
Current  level  includes  vacancy  savings  of  4  percent,  which  compares  to  actual 
vacancy  savings  of  4.6  percent  in  fiscal  1988.  Operating  expenses  increase 
slightly  in  the  1989  biennium,  and  are  higher  in  fiscal  1990  due  to  the  biennial 
printing  cost  of  attorney  general  opinions  and  a  one-time  cost  to  retain  private 
legal  counsel  for  one  case.  Equipment  funded  in  current  level  includes  $4,850 
per  year  for  computers,  $1,600  in  fiscal  1990  for  office  equipment,  and  $13,000  in 
fiscal  1991  for  replacement  of  the  word  processing  system. 

Funding 

The  escheated  estates  state  special  revenue  fund  pays  part  of  the  costs  of 
an  attorney  and  related  operating  expenses  for  assisting  the  Department  of 
Revenue  in  enforcing  the  laws  and  collecting  unclaimed  property  from  financial 
institutions.     The  remainder  of  the  program  is  funded  by  general  fund. 


INDIAN 

LEGAL  JURISDICTION 

Actual 

Appropriated 

Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

2.00 

2.00 

2.00 

2.00 

0.00 

Personal  Services 

$  60,256 

$   60,335 

$  59,108 

$59,136 

(  1 . 95  ) 

Operating  Expenses 

66,119 

W,326 

104,565 

4,573 

11.18) 

Total  Expenditures 

$126,375 

======== 

$10'»,661 

======== 

$163,673 

======== 

!*5iZ9? 

Lh§§i 

Fund  Sources 

General   Fund 

$126,375 

$104,661 

======== 

$163,673 
======== 

$63,709 

======= 

(1.58) 

====== 
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Program  Description 

The  Indian  Legal  Jurisdiction  Program  provides  representation  and  coordin- 
ation of  trial  and  appellate  lawsuits  involving  the  State  of  Montana  and  the  Indian 
tribes,  supervision  of  private  attorneys  contracted  by  the  state  to  assist  with 
those  cases,  and  advice  to  state  agencies  on  questions  involving  Indian  legal 
matters . 

Budget 

Current  level  provides  for  a  1.6  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium.  Personal  services  decrease  slightly  due  to  a  position  turnover 
that  was  filled  at  a  lower  step  level.  Vacancy  savings  of  4  percent  is  budgeted 
in  the  1991  biennium,  which  compares  to  actual  vacancy  savings  of  4  percent  in 
fiscal  1988.  Operating  expenses  decrease  slightly,  and  the  amoimts  shown  in  the 
main  table  vary  significantly  between  years  due  to  a  biennial  appropriation  for 
legal  fees,  expert  witnesses,  and  other  court  costs.  The  biennial  appropriation  is 
the  same  in  both  the  1989  and  1991  bienniums,  $100,000,  which  is  the  majority  of 
operating  expenses.  The  agency  expended  $58,680  of  the  biennial  appropriation 
in  fiscal  1988,  and  the  1989  appropriation  includes  $41,320  carry  forward  of  the 
biennial  appropriation.  The  entire  $100,000  biennial  appropriation  is  shown  in 
fiscal  1990  for  the  1991  bienni\im.  No  equipment  was  requested  by  the  agency  in 
the  1991  biennium. 


COUNTY 

PROSECUTOR 

SERVICE 

Actual 

Appropriated 

-   -   -  Current 

Level   

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

3.00 

3.00 

3.00 

3.00 

0.00 

Personal   Services 

$117,245 

$112,868 

$117,020 

$117,185 

1.78 

Operating  Expenses 

19,956 

22, '♦66 

20,360 

20,420 

(3.87) 

Total  Expenditures 

$157,201 

======== 

$135,334 

======== 

$137,380 

$137,605 

_0^90 

Fund  Sources 

Gonor.ll    Tiind 

$137,201 

======== 

$135,334 

$137,380 

$137,605 

======== 

_0^90_ 

Program  Description 

The  County  Prosecutor  Services  Program  provides  legal  assistance  to 
counties  in  the  prosecution  and  disposition  of  major  felonies  and  in  cases  in  which 
county  attorneys  have  conflicts  of  interest.  The  program  also  coordinates 
training  and  continuing  legal  education  for  county  attorneys,  city  attorneys,  and 
law  enforcement  personnel. 
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Budget 


Current  level  increases  less  than  1  percent  from  the  1989  biennium  to  the 
1991  biennium,  and  is  as  the  agency  requested.  Personal  services  increase 
slightly  since  4  percent  vacancy  savings  is  budgeted  in  fiscal  1989,  and  no 
vacancy  savings  was  included  in  current  level  for  the  1989  biennium.  Vacancy 
savings  was  not  included  since  the  agency  experienced  no  actual  vacancy  savings 
in  base  fiscal  year  1988.  Operating  expenses  for  the  1991  biennium  were  budget- 
ed at  the  fiscal  1988  base  level,  which  was  $2,000  below  fiscal  1988  and  1989 
appropriation  levels.  No  equipment  was  requested  by  the  agency  for  the  1991 
biennium . 


AGENCY  LEGAL 

SERVICES 

Actual 

Appropriated 

-    -    -   Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

10.00 

10.00 

10.00 

10.00 

0.00 

Personal  Services 

$351,675 

$367,965 

$350,765 

$350,974 

(2.49) 

Operating  Expenses 

82,079 

125,489 

89,755 

91,423 

(12.71) 

Equipment 

7,08'f 
$440,838 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$493,454 

$440,520 

======== 

$442,397 

======== 

(5.50) 

======== 

Fund  Sources 

Proprietary  Fund 

$440,838 

$493,454 

======== 

$440,520 

======== 

$442,397 
======== 

==Lfifei 

Program  Description 

The  Agency  Legal  Services  Program  provides  legal  services  to  state  agencies 
upon  request.  Agencies  are  billed  for  attorney  time  and  case- related  costs  to 
support  the  program. 

Budget 

Current  level  is  as  requested  by  the  agency,  and  provides  for  a  5.5  percent 
decrease  from  the  1989  biennium  to  the  1991  biennium.  Total  current  level 
expenditures  are  carried  into  1991  biennium  current  level  at  the  fiscal  1988  base 
rate,  which  is  well  below  the  fiscal  1988  and  1989  biennium  appropriation  levels, 
and  is  the  reason  for  the  overall  decrease  between  bienniums.  Personal  services 
in  fiscal  1988  are  below  fiscal  1989  appropriated  levels  due  to  a  4.3  percent 
vacancy  savings  in  fiscal  1988  compared  to  no  vacancy  savings  budgeted  in  fiscal 
1989.  No  vacancy  savings  was  applied  in  the  1991  biennium.  The  1991  biennium 
salary  levels  are  below  fiscal  1989  appropriated  levels  due  to  several  position 
turnovers  which  were  filled  at  lower  step  levels.  Operating  expenses  decrease 
12.7  percent  due  to  expenditures  well  below  fiscal  1988  and  1989  appropriation 
levels  in  the  fiscal  1988  base  year.  Expenditures  are  increased  slightly  over 
fiscal  1988  base  levels  for  hiring  legal  interns  and  for  increased  travel  costs  that 


A-90 


DEPARTMENT  OF  JUSTICE 
Page  10 


are    still    33    percent   below   fiscal    1988    appropriated    levels.      No    equipment   was 
requested  by  the  agency  in  the  1991  biennium. 

Funding 

Agency  Legal  Services  is  a  proprietary  fund  operation.  The  source  of 
revenue  is  an  hourly  fee  charged  to  user  agencies  for  its  services.  The  hourly 
fee  in  fiscal  1988  was  $48,  and  the  agency  indicated  that  they  intend  to  maintain 
that  fee  level  in  the  1991  biennium. 


DRIVER  SERVICES 

BUREAU 

Actual 

Appropriated 

Current 

Level   

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

89.70 

89.55 

85.20 

85.20 

(4.50) 

Personal  Services 

$1,728,652 

$l,8'i9,738 

$1, 7^^3,939 

$1,747,013 

(2.44) 

Operating  Expenses 

591,078 

602,689 

60<i,035 

597,163 

0.62 

Equipment 

111,635 

100,200 

5<»,821 

56,856 

(47.28) 

Total  Expenditures 

!2£^5ii55§ 

?2i§§2i6?Z 

$2,^^02,795 

========== 

$2,401,032 

========== 

(3.61) 

======= 

Fund  Sources 

General  Fund 

$1,81<»,601 

$1,756,67^ 

$1,786,795 

$1,785,032 

0.02 

State  Special 

^♦28,9^2 

650,953 

516,000 

516,000 

(4.44) 

Federal   Revenue 

187,802 

145,000 

100,000 

100,000 

(39.90) 

Total  Funds 

$2,<f31,5't5 

$2,552,627 

$2,402,795 

$2,401,032 

(3.61) 



Program  Description 

The  Driver  Services  Bureau  is  responsible  for  implementing  and  administer- 
ing the  laws  relating  to  the  examination,  issuance,  cancellation,  suspension, 
revocation,   and  reinstatement  of  drivers'  licenses  and  driving  privileges. 

Budget 

Current  level  provides  for  a  3.6  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium,  due  primarily  to  a  reduction  in  the  number  of  FTE  and  a 
reduction  in  the  level  of  funding  for  equipment. 

Personal  services  were  below  appropriated  levels  in  fiscal  1988  due  to  actual 
vacancy  savings  of  8.5  percent.  The  vacancy  savings  was  realized  by  turnovers 
and  by  leaving  positions  empty  that  were  added  in  the  1989  bienniiun  to  implement 
new  legislation  for  a  commercial  vehicle  operator's  license  and  administration  of 
suspended  drivers'  licenses.  The  vacancy  savings  was  used  to  fund  program 
transfers  of  $48,188  to  five  other  agency  programs,  primarily  to  cover  vacancy 
savings  budgeted  but  not  realized.      The   1987  legislature  authorized  87.70  FTE  in 
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fiscal  1988,  and  2.00  FTE  were  added  for  fiscal  1988  only  by  a  budget  amendment 
to  implement  administration  of  a  reinstatement  fee  for  DUI  license  suspensions  or 
revocations.  In  fiscal  1989,  1.85  FTE  were  added  as  authorized  by  the  1987 
legislature  to  further  implement  the  new  legislation  discussed  above.  FTE  levels 
were  reduced  in  the  1991  biennium  from  fiscal  1989  levels  by:  1)  the  transfer  of 
0.50  FTE  in  late  fiscal  1988  to  the  Legal  Services  Division;  2)  the  elimination  of 
1.00  FTE  by  the  agency;  and  3)  a  reduction  of  2.85  FTE  from  current  level  that 
had  been  added  by  the  legislature  at  the  agency's  request  to  implement  new 
legislation,  but  had  never  been  filled.  Personal  services  in  the  1991  biennium 
were  also  reduced  by  turnovers  that  resulted  in  lower  salaries  due  to  step 
reductions  when  filled.  Vacancy  savings  of  4  percent  are  included  in  current 
level . 

Operating  expenses  increase  only  slightly  when  comparing  1989  and  1991 
biennium  totals.  Increases  over  fiscal  1988  base  levels  are  due  to  system  infla- 
tion, rent  and  other  service  fee  increases,  and  increased  data  processing  charges 
related  to  implementation  of  a  new  commercial  vehicle  operator's  license. 

Equipment  included  in  current  level  is  $34,608  in  fiscal  1990  and  $36,000  in 
fiscal  1991  to  replace  four  vehicles  per  year,  $7,000  per  year  to  purchase  four 
replacement  computer  terminals  each  year,  and  $13,213  in  fiscal  1990  and  $13,856 
in  fiscal  1991  to  replace  office  equipment  and  license  examination  equipment, 
including  eye  test  machines. 

Funding 

The  Driver  Services  Bureau  is  funded  primarily  by  general  fund.  The 
program  generates  general  fund  through  fees  that  generally  exceed  the  amount 
appropriated  for  agency  operating  costs.  In  addition,  the  program  is  funded  by 
state  special  revenue  funds  in  each  fiscal  year  of  $43,000  for  3.33  percent  of 
drivers'  license  fee  collections,  $25,000  for  driver  rehabilitation  fees  collected 
from  individuals  attending  driver  rehabilitation  and  improvement  courses  to  defray 
course  costs,  and  $3,000  for  fees  charged  to  recover  costs  of  the  Montana 
Highway  Patrol  Identification  Card  issues.  The  balance  of  the  state  special 
revenue  funds  come  from  the  motor  vehicle  state  special  revenue  f\ind,  $445,000 
per  year.  State  special  revenue  funds  decrease  4.4  percent  in  the  1991 
biennium,  due  in  large  part  to  a  shortfall  of  motor  vehicle  ftuids  available  to 
support  the  program  as  compared  to  the  1989  biennium. 

Federal  grant  funds  of  $100,000  per  year  in  the  1991  biennium  are  provided 
by  the  U.S.  Department  of  Transportation  for  administration  of  the  commercial 
vehicle  operators'  license  established  in  the  1989  biennium.  This  level  of  funding 
for  llip  new  license  is  down  from  the  $152,875  expended  in  fiscal  1988  ($260,000 
was  appropriated)  and  the  $130,000  appropriated  in  fiscal  1989  for  that  purpose. 
Additional  federal  funding  in  the  1989  biennium  included  $34,927  expended  in 
fiscal  1988  for  a  budget  amendment  to  implement  administration  of  a  license 
reinstatement  fee  for  DUI  related  suspensions  and  revocations,  and  $15,000  in 
fiscal  1989  from  a  Highway  Traffic  Safety  grant  to  improve  the  driver  history 
record  program. 

The  agency  reverted  over  $175,000  in  fiscal  1988,  including  $41,800  in 
general  fund,  $107,125  in  federal  grant  funds  for  the  commercial  vehicle 
operators'  license,  and  $26,075  in  other  state  special  revenue  and  federal  funds. 
Reversion  of  state  specicd  revenue  funds  does  not  appear  to  be  in  compliance  with 
the    statutory    requirement    (Section    17-2-108,    MCA)    that    agencies    must    apply 
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expenditures    against    nongeneral    fund    money    whenever    possible    before    using 
general  fvmd  appropriations. 


HIGHWAY  PATROL 

DIVISION 

Actual 

Appropriated 

Current 

Level   

X  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

259.  <>0 

259.^0 

255. '♦O 

255.40 

14.00) 

Personal   Services 

$   7,<»75,951 

$   7,698,206 

$   7,5'»0,'f30 

$   7,534,586 

(0.641 

Operating  Expenses 

1,708,866 

1,706,307 

1,790,371 

1,791,206 

4.87 

Equipment 

986,323 

913,250 

936,400 

912,600 

(2.66) 

Total  Expenditures 

$10,169,120 

$10,317,765 

=========== 

$10,267,201 

$10,23§,392 

_?:.??_ 

Fund  Sources 

State  Special 

$   9,628,011 

$   9,735,252 

$   9,752,7<»1 

$   9,741,225 

0.68 

Federal   Revenue 

Wl,109 

$10,169,120 

=========== 

582,511 
$10,317,763 

514,<»60 
$10,267,201 

497,167 

(9.97) 

Total  Funds 

$10,238,392 

— ?l9?- 

Program  Description 

The  Montana  Highway  Patrol  patrols  the  state  highways,  enforces  Montana 
traffic  laws  and  investigates  accidents.  They  give  assistance  and  information  to 
motorists  and  first  aid  to  the  injured,  and  transport  blood  and  medical  supplies  in 
emergency  situations. 

Budget 

Current  level  provides  for  less  than  a  0.1  percent  increase  from  the  1989 
biennium  to  the  1991  biennium. 

Personal  services  decrease  slightly  in  the  1991  biennium,  primarily  due  to 
the  reduction  of  4.00  FTE.  A  programmer  analyst  position  was  transferred  from 
the  Highway  Patrol  Division's  Communications  Bureau  to  the  Data  Processing 
Division.  The  number  of  patrolmen  in  the  federally  funded  Speed  Squad 
(formerly  called  the  55  Mile  Per  Hour  Squad)  were  reduced  from  4.00  to  3.00  FTE 
at  the  agency's  request,  due  to  reduced  federal  funding.  Two  federally  funded 
positions  in  the  Motor  Carrier  Safety  Assistance  Program  (MCSAP)  were  never 
filled  in  the  1989  biennium  and  were  eliminated  at  the  agency's  request.  The 
agency  created  two  new  communications  system  operator  positions  in  the 
Communications  Bureau  in  replacement  of  the  two  unused  MCSAP  positions,  but 
this  resulted  in  a  funding  shift  from  federal  funds  to  state  gas  tax  funds.  The 
two  new  positions  are  not  included  in  current  level  in  the  1991  biennium.  The 
reduction  resulting  from  reduced  FTE  in  the  1991  biennium  was  more  than  offset 
when  compared  to  fiscal  1988  due  to  higher  actual  vacancy  savings  in  fiscal  1988 
than  budgeted  in  the  1991  biennium.      Vacancy  savings  of  4  percent  was  included 
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in  current  level  for  the  majority  of  the  Highway  Patrol  Division  positions.  No 
vacancy  savings  was  budgeted  for  the  Communications  Bureau  (25.05  FTE)  due  to 
less  than  2  percent  vacancy  savings  in  fiscal  1988.  No  vacancy  savings  was 
applied  to  the  two  federally  funded  programs,  MCSAP  and  the  Speed  Squad. 

Operating  expenses  increase  4.87  percent  from  the  1989  to  the  1991 
biennium.  Increased  operating  expenses  for  the  two  federally  funded  programs 
(MCSAP  and  Speed  Squad)  accounts  for  over  one-half  of  the  increase,  $40,000 
per  year.  The  remaining  increases  (state  gas  tax  funded)  are  due  primarily  to 
inflation  and  service  fee  increases  charged  by  other  agencies  for  rent,  grounds 
maintenance,  and  other  services. 

Equipment  fiinds  are  included  for  Highway  Patrol  Division  Operations  at 
$900,000  per  year  for  the  replacement  of  a  minimum  of  65  patrol  cars  per  year  at 
an  estimated  cost  of  $780,000  in  fiscal  1990  and  $812,500  in  fiscal  1991,  with  the 
remaining  funds  to  be  used  to  buy  needed  equipment  on  a  priority  basis,  for 
communications,  computers,  law  enforcement,  and  office  equipment.  The  agency 
had  requested  over  $2.5  million  in  the  1991  biennium  for  equipment.  The 
$900,000  per  year  included  in  current  level  for  Highway  Patrol  Operations  is  28 
percent  below  the  agency  request,  but  is  consistent  with  the  average  level  of 
expenditures  for  equipment  by  the  division  over  the  past  three  years.  There  is 
$36,400  in  fiscal  1990  and  $12,600  in  fiscal  1991  included  in  current  level  for 
equipment  for  the  MCSAP  program,  to  be  purchased  with  federal  funds.  This 
allows  for  the  purchase  of  one  patrol  car  per  year  plus  the  purchase  of  portable 
computers  to  be  used  in  the  field  to  enter  truck  inspection  data. 

Funding 

The  Highway  Patrol  Division  receives  it's  funding  from  two  sources  -- 
highway  gas  tax  state  special  revenue  and  federal  funds  from  the  U.S. 
Department  of  Transportation.  Highway  Patrol  operations,  including  cadet 
training  and  communications,  are  funded  by  highway  gas  tax  state  special 
revenue.  Highway  gas  tax  ftmds  are  also  used  as  state  match  fimds  for  the 
federal  MCSAP  program.  A  20  percent  match  is  required  for  the  MCSAP  program, 
but  approximately  one-third  of  the  match  is  provided  by  a  soft  match  (utilizing 
highway  patrolmen  to  conduct  truck  inspections) .  The  remaining  80  percent  of 
the  MCSAP  program  is  funded  by  federal  fluids  from  the  U.  S.  Department  of 
Transportation.  Funds  for  the  special  Speed  Squad  are  provided  entirely  by  a 
federal  Highway  Traffic  Safety  grant.  Table  6  shows  the  funding  for  the 
Highway  Patrol  Division  in  the  1989  and  1991  bienniums  by  major  function. 
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Table  6 

Highway  Patrol  Division  -  Funding  by  Revenue  Source 

1989  and  1991  Bienniums 


Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Fund  Source/Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

Hi«fa«ay  Gas  Tax  Funds 

Operations 

$  8,941,499 

$  9,108,483 

$  9,055,706 

$  9,046,702 

0.29 

Cadet  Training 

81 ,850 

81,734 

85,061 

85,070 

4.00 

Communications  Network 

543,160 

483,702 

550,374 

550,853 

7.24 

MCSAP  -  State  Match 

61.S02 

61,333 

61,600 

58,600 

(2.15) 

Total  Gas  Tax  Funds 

f_?i628,011 

f_?,735,252 

f_?,752,741 

$  9,741,225 

=========== 

— 9l§§_ 

Federal  FuBd, 

MCSAP 

$   365,259 

$   391,011 

$    371,712 

$   353,599 

(4.09) 

65  MPH  Enforcement 

156,276 

158,500 

142,748 

143,568 

(9.04) 

Advanced  Training  -  Grant 

-0- 

33,000 

-0- 

-0- 

(100.00) 

Budget  Amendment/Radar  Equip. 

19,574 
$ 541,109 

-0- 

-0- 

-0- 

(100.00) 

Total  Federal  Funds 

$___582,511 

$___514,460 

$   497,167 

=========== 

-_L?i2Zi 

TOTAL  ALL  FUHD  SOURCES 

$10,169,120 

=========== 

$10,317,763 

=========== 

$10,267,201 

$10,238,392 

__0^09_ 

Table  6  shows  a  0.7  percent  increase  in  highway  gas  tax  funds  in  the  1991 
biennium,  primarily  due  to  increases  in  operating  expenses  for  inflation 
allowances.  The  increased  funding  for  the  Communications  Bureau  results  from  a 
shift  of  some  communications  related  functions  from  Operations  to  the 
Communications  Bureau  in  fiscal  1988.  The  shift  of  funds  is  demonstrated  by 
comparing  fiscal  1988  actual  expenditures  to  original  appropriation  levels 
represented  by  the  fiscal  1989  column  in  Table  6.  The  table  shows  a  reduction  of 
over  $60,000  in  fiscal  1988  below  appropriated  levels,  and  a  corresponding 
increase  is  shown  in  Communications  over  appropriation  levels.  The  fiscal  1988 
funding  levels  are  carried  into  the  1991  biennium. 

Federal  funds  decrease  in  the  1991  biennium  by  nearly  10  percent,  due  to 
redtictions  in  the  MCSAP  program  staff  from  12  positions  to  10,  and  a  reduction 
in  the  Speed  Squad  from  4  to  3  patrolmen,  as  requested  by  the  agency. 
Further,  funds  provided  by  special  grants  for  the  purchase  of  radar  equipment 
and  for  advanced  training  for  patrolmen  are  not  continued  into  the  1991  biennium. 
The  advanced  training  appropriation  of  $33,000  was  for  each  year  of  the  1989 
biennium,  but  the  agency  did  not  utilize  the  funds  in  fiscal  1988  and  they 
reverted. 

Highways  special  revenue  (gas  tax)  funds  are  the  primary  source  of  state 
funds  for  highway  construction  and  maintenance.  Highways  special  revenue  funds 
utilized  for  the  operations  of  the  Highway  Patrol  reduce  funds  available  for  the 
state  highway  program. 
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ISSUE  1:     COMMUNICATIONS  COST  ALLOCATION  PLAN 

The     Commvinications     Bureau     of     the     Highway     Patrol     Division  provides 

around-the-clock   communication    and   radio    dispatch   from    four    regional  dispatch 

centers,     serving    the    entire    area    of    the    state.       The    bureau    also  provides 

communication    and    radio    dispatch    to    other    state    agencies.     Funding  for    the 
Communications  Bureau  is  from  the  highways  special  revenue  account. 

The  highways  special  revenue  account  is  not  currently  being  reimbursed  for 
services  provided  to  agencies  and  programs  that  have  other  fund  sources. 
Agencies  and  programs  served  include  the  Attorney  General,  Fire  Marshal,  and 
Crime  Investigators  programs  of  the  Department  of  Justice,  the  Department  of 
Fish,  Wildlife,  and  Parks,  Department  of  Highways,  Disaster  and  Emergency 
Services,  Department  of  Military  Affairs,  Lottery  Commission,  and  Department  of 
Institutions.  Prior  to  fiscal  1988,  the  agency  did  not  maintain  usage  records  that 
would  provide  the  base  data  for  a  cost  allocation  plan,  and  did  not  deem  it 
worthwhile  to  develop  such  a  plan  since  the  Highway  Patrol  was  the  predominant 
user  of  the  system.  However,  the  use  of  the  service  at  no  charge  by  programs 
funded  by  other  sources  results  in  a  use  of  highway  gas  tax  funds  for  purposes 
other  than  that  specified  in  statute,  and  reduces  ftmds  available  for  highway 
programs  and  Highway  Patrol  operations. 

The  50th  Legislature  included  language  in  House  Bill  2  requiring  the 
Department  of  Justice  to  develop  a  cost  allocation  plan  for  the  purpose  of 
recovering  the  cost  of  communication  and  dispatch  services  provided  to  other 
state  agencies,  and  to  submit  the  funding  plan  to  the  51st  Legislature  within  the 
agency's  1991  biennium  budget  request.  It  is  the  intent  of  the  legislature  that 
the  highways  special  revenue  account  be  reimbursed  for  services  provided  to  user 
agencies  that  are  not  funded  by  the  gas  tax  funds.  Table  7  provides  a  summary 
of  the  fiscal  1988  usage  report. 


Table  7 

Highway  Patrol  Communications  Network  Usage  Data 

Fiscal  1988 


Telephone 

Radio 

Incident 

CJIN» 

Total 

■/.   of  Total 

Calls 

Transmissions 
928,070 

Reports 
24,361 

Messages 
65,557 

Services 
1,088,874 

Services 

Highway  Patrol 

71,086 

92.59 

Dept.  of  Highways 

12,691 

1,880 

-0- 

1,216 

15,787 

1.34 

Dept.  of  Justice 

13,775 

12 

-0- 

3,635 

17,420 

1.48 

Fish,  Wildlife  i   Parks 

1,<408 

5,663 

-0- 

5,548 

10,619 

0.90 

Counties 

W,975 

4,836 

-0- 

1,210 

21,021 

1.78 

Cities  (Police) 

1,994 

436 

-0- 

721 

5,151 

0.27 

Institutions 

585 

— 

-0- 

551 

956 

0.08 

Military  Affairs 

2,290 

919 

-0- 

34 

5,245 

0.28 

Public  Service  Comm. 

549 

552 

-0- 

— 

701 

0.06 

Federal 

125 

62 

-0- 

368 

555 

0.05 

Commerce 

500 

— 

-0- 

2,874 

5,574 

0.27 

Other 

10,065 

1,990 

-0- 

876 

12,929 

1.10 

Total 

12?i639 

944,220 

======= 

24,561 

80,590 

====== 

1,178,610 

199i99 
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The  table  indicates  that  approximately  6  percent  of  the  services  of  the 
Communications  Bureau  (giving  equal  weight  to  each  type  of  service  provided)  are 
provided  to  agencies  and  programs  other  than  the  Highway  Patrol.  If  cost 
recovery  were  to  be  based  on  the  total  cost  of  operating  the  Communications 
Bureau,  there  would  be  a  potential  reimbursement  to  the  highways  special  revenue 
account  of  $66,000  each  biennium  based  on  1991  biennium  current  level  costs 
($1,101,227)  for  the  bureau  and  fiscal  1988  usage  percentages. 

The  Department  of  Justice  provided  the  results  of  its  one -year  survey  of 
communications  services  and  the  recommendation  that  costs  be  allocated  to  only 
the  three  largest  users  (Highway  Patrol  Division,  93.0  percent.  Department  of 
Highways,  4.3  percent,  and  Department  of  Fish,  Wildlife  and  Parks,  2.7  percent). 
Allocating  costs  to  the  Department  of  Highways  would  have  no  benefit  since  it  is 
primarily  funded  from  the  same  source,  highways  special  revenue.  Further,  the 
recommended  2.7  percent  allocation  to  the  Department  of  Fish,  Wildlife,  and  Parks 
does  not  appear  reasonable  when  compared  to  its  0.9  percent  usage  of  total 
services  shown  in  Table  7.  However,  allocation  of  0.9  percent  of  the  costs  to  the 
Department  of  Fish,  Wildlife,  and  Parks  would  generate  $9,900  in  the  1991 
biennium  at  current  level  costs,  and  charges  to  other  users  could  result  in  over 
$60,000  of  recovered  costs. 

Option  A:  Direct  the  Department  of  Justice  to  develop  a  specific  cost  allocation 
plan  including  fees  for  each  service  provided  and  a  method  of 
administering  the  cost  allocation  plan  to  provide  $66,000  reimburse- 
ment to  the  highways  special  revenue  account  in  the  1991  biennium. 
Present  the  cost  allocation  plan  to  the  Legislative  Finance  Committee 
for  approval  prior  to  June  30,   1989. 


Option  B:    Take  no 

action. 

MOTOR  VEHICLE  REGISTRAR 

Actual 

Appropriated 

-   -  -  Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

70.50 

73.00 

73.00 

73.00 

2.50 

Personal  Services 

$1,255,645 

$1,300,921 

$1,304,020 

$1,306,244 

2.10 

Opera fing   Expenses 

738,028 

79'*, 811 

732,647 

728,928 

14.65) 

Equipm..-nt 

37,978 

28,740 

31,962 

7,362 

(41.06) 

Total  Expenditures 

$2,031,651 

========== 

$2,124,472 

========== 

$2,068,629 

$2,042,534 

(1.08) 

======== 

Fund  Sources 

State  Special 

$1,962,056 

$2,064,472 

$2,068,629 

$2,042,534 

2.10 

Federal  and  Other  Revenue 

69,595 

60,000 
$2,124,472 

-0- 

-0- 

(100.00) 

Total  Funds 

$2,068,629 
========== 

$2,042,534 

_-Lli952 
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Proffram  Description 

The  Motor  Vehicle  Registrar's  Bureau  provides  a  system  of  motor  vehicle 
registration,  a  certificate  of  ownership,  lien  filing,  and  licensing  of  automobile 
dealers  and  manufacturers.  This  program  also  processes  registration  for  boats 
and  snowmobiles. 

Budget 

Current  level  provides  for  a  1  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium,  primarily  due  to  a  reduction  in  printing  costs  below  the  fiscal 
1988  base  level,  and  a  lower  amount  for  equipment  than  expended  in  fiscal  1988. 

Personal  services  increase  2.1  percent,  due  primarily  to  the  addition  of  3.00 
FTE  in  fiscal  1989  to  administer  the  new  boat  registration  program  (23-2-508, 
MCA),  costing  $44,900  per  year.  The  agency  added  0.50  FTE  over  the  fiscal 
1988  appropriation  to  assist  in  implementing  the  conversion  from  a  fee  on  vehicles 
to  the  property  tax  registration  system,  at  a  cost  of  $13,000.  The  0.50 
temporary  FTE  was  not  included  in  the  1991  biennium.  The  impact  of  the  cost  of 
the  added  0.50  FTE  was  offset  by  vacancy  savings  of  approximately  4.9  percent, 
or  $13,000  in  excess  of  the  4  percent  vacancy  savings  budgeted  in  the  1989  bien- 
nium. Vacancy  savings  of  4  percent  is  also  included  in  current  level  for  the  1991 
biennium . 

Operating  expenses  decrease  4.6  percent,  due  to  a  reduction  in  printing 
costs  of  $40,300  in  fiscal  1990  and  $43,300  in  fiscal  1991  below  the  fiscal  1988 
expenditure  level.  The  agency  has  a  large  printing  requirement  for  vehicle 
registration  forms,  decals,  and  receipts.  Expenditures  in  fiscal  1988  for  printing 
exceeded  the  printing  appropriation  by  over  $40,000,  and  exceeded  the  largest 
amoiuit  expended  in  any  prior  year  by  over  $50,000.  Current  level  printing  costs 
are  reduced  to  the  1989  biennium  appropriation  level  plus  inflation.  This 
reduction  is  largely  offset  by  increases  in  operating  expenses  of  1)  $18,150  per 
year  for  postage  and  mailing  costs  due  to  the  postal  rate  increase  and  the 
addition  of  boat  title  mailings,  and  2)  over  $15,000  per  year  in  system  inflation 
allowances  for  operating  expenses.  Other  minor  increases  and  decreases  in 
current  level  were  offsetting.  The  fiscal  1989  appropriation  exceeds  the  fiscal 
1988  actual  expenditure  level  due  to  an  underexpenditure  of  operating  expenses  in 
fiscal  1988  of  over  $32,000,  an  $11,000  transfer  of  funding  from  operating 
expenses  to  personal  services,  and  increases  in  operating  expenses  in  fiscal  1989 
for  the  boat  registration  program  start-up. 

Equipment  allowances  in  current  level  include  $7,362  per  year  for  computer 
terminals  replacement,  $1,750  in  fiscal  1990  for  replacement  of  five  typewriters, 
$2,900  in  fiscal  1990  for  room  dividers,  and  $19,950  in  fiscal  1990  for  microfilm 
equipment. 

Funding 

The  program  is  funded  by  the  motor  vehicle  state  special  revenue  account. 
Federal  and  other  funds  in  the  1989  biennium  included  actual  expenditures  of 
$45,580  in  fiscal  1988  and  an  appropriation  of  $60,000  in  fiscal  1989  from  the 
education  trust  fund  as  start-up  costs  for  the  conversion  to  motor  vehicle 
property  tax  registration,  and  $24,015  in  fiscal  1988  from  a  federal  grant  as 
start-up  costs  for  the  new  boat  registration  function. 
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LAW  ENFORCEMENT  SERVICES  ADMINISTRATION 


Budget  Hem 

F.T.E. 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Fund  Sources 

General  Fund 


Actual 
Fiscal 

Appropriated 
Fiscal 

-  -  -  Current 
Fiscal 

Level  

Fiscal 

v.   Change 
1989-91 

1988 

1989 

1990 

1991 

Biennium 

z.oo 

2.00 

2.00 

2.00 

0.00 

$71,208 

$68,150 

$71,009 

$71,057 

\.9<\ 

9,728 

9,73'f 

9,901 

9,890 

1.69 

286 

-0- 

3*2 
$81,252 

===r=== 

-0- 

19.58 

$81,222 

$77,88^ 

$80,9<i7 

======= 

_li25 

??ll??? 

!ZIi§§^ 

$81,252 

$80,947 

======= 

_\._l<\ 

Program  Description 

The  Law  Enforcement  Services  Division  administers  three  bureaus:  Criminal 
Investigation,  Fire  Marshal,  and  Identification.  These  bureaus  provide  a  broad 
spectrum  of  services  vital  to  local,  county,  state,  and  federal  law  enforcement 
agencies  throughout  Montana. 

Budget 

Current  level  provides  for  a  1.9  percent  increase  from  the  1989  biennium  to 
the  1991  biennium.  Personal  services  increase  slightly  due  to  vacancy  savings 
budgeted  in  fiscal  1989  of  4  percent.  No  vacancy  savings  is  included  in  current 
level.  The  program  did  not  have  any  vacancy  savings  in  fiscal  1988.  Operating 
expenses  increase  slightly  due  to  rent  and  grounds  maintenance  fee  increases. 
Equipment  included  in  current  level  is  for  a  filing  cabinet. 
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COUNTY  ATTORNEY 

PAYROLL 

Actual 

Appropriated 

-   Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1986 

1989 

1990 

1991 

Bienniuffl 

F.T.E. 

18.60 

18.60 

19.05 

19.05 

0.'i5 

Personal  Services 

$9't0,862 

$937,'i63 

$952,316 

$952,672 

1.<.2 

Total  Expenditures 

ttnm 

$937, -tes 

======== 

t2f?i|ii 

!?§?I§Z? 

K^2 

Fund  Sources 

General  Fund 

$9<i0,862 

======== 

$937,463 

$952,316 

$952,672 

======== 

li^? 

. 

_ 

Fiscal   1991 

ISSUES 

6e"e'^al 

Fund                 Other 

Funds 

General  Fund 

Other  Funds 

1.      Salary   Increase 

$'»4, 

,395                          $ 

-0- 

$78,712 

$      -0- 

Program  Description 

The  Coiinty  Attorney  Payroll  Program  pays  one-half  of  the  salary  and  bene- 
fits of  the  56  coxinty  attorneys  from  the  state  general  fund,  as  required  under 
Section  7-4-2502,  MCA. 

Budget 

Current  level  provides  for  a  1.4  percent  increase  from  the  1989  to  the  1991 
biennium.  The  increase  is  due  to  the  addition  of  0.45  FTE  in  the  1991  biennium. 
Eight  counties  adjusted  the  percent  of  time  paid  to  county  attorneys,  including 
the  decision  of  three  counties  to  increase  the  position  from  part-time  to  full-time, 
resulting  in  the  FTE  increase.  The  increase  in  FTE  resulted  in  an 
overexpenditure  of  the  budget  in  fiscal  1988  of  $16,545,  which  was  funded  by  a 
program  transfer  from  the  Driver  Services  Bureau. 

Currpnt  level  payroll  for  county  attorneys  is  held  at  the  fiscal  1989  level. 
There  are  funds  in  current  level  for  18  full-time  county  attorneys,  14  county 
attorneys  at  60  percent  time,  18  county  attorneys  at  half  time,  and  1  county 
attorney  at  20  percent  time.     No  funds  are  included  for  salary  increases. 

ISSUE  1:     SALARY  INCREASE 

By  statute  the  county  commissioners  can  give  salary  increases  equal  to  70 
percent  of  the  last  previous  calendar  year's  consumer  price  index  for  all  urban 
consumers.  The  Department  of  Justice  has  requested  a  3.5  percent  salary 
increase  in  each  year  of  the  1991  biennium.  The  law  also  allows  the  county 
commissioners  in  each  county  to  freeze  the  salaries.  Seventeen  of  the  salaries  are 
frozen  in  fiscal  1989. 


A- 100 


DEPARTMENT  OF  JUSTICE 
Page  20 


Option  A:  Appropriate  funds  for  the  maximum  potential  county  attorneys' 
salary  raises,  at  an  additional  general  fund  cost  of  $123,107  for 
the  biennium. 

Option  B:  Do  not  appropriate  funds  for  county  attorneys'  salary  raises  and 
freeze  salaries  at  the  fiscal  1989  level  as  included  in  current  level. 


LAW  ENFORCEMENT  ACADEMY 


Actual 

Appropriated 

-  -  -  Current 

Level  

•/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budjet  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

10.00 

10.00 

10.00 

10.00 

0.00 

Personal  Services 

$294,77* 

$274,365 

$276,366 

$276,666 

(2.83) 

Operating  Expenses 

302,084 

145,891 

223,872 

225,366 

0.28 

Equipment 

9,483 

3,000 

7,962 

8,071 

28.44 

Total  Operating  Costs 
Non-Operating  Costs 


$606,341 
248,000 


$510,103 
-0- 


(  I.IO) 
(100.00) 


Total  Expenditures 
Fund  Sources 


State  Special 
Federal  Revenue 


$849,197 
5,144 


$423,256 
-0- 


>8,200 
-0- 


$510,103       (19.97) 
-0-        (100.00) 


Total  Funds 


Program  Description 

The  Law  Enforcement  Academy  Division  provides  a  professional  education  and 
training  program  in  criminal  justice  for  Montana  law  enforcement  officers  and 
other  criminal  justice  personnel. 

Budget 

Current  level  decreases  20.3  percent  from  the  1989  biennium  to  the  1991 
biennium,  primarily  due  to  the  purchase  in  fiscal  1988  of  the  Law  Enforcement 
Academy  buildings  in  Bozeman  and  the  subsequent  reduction  in  operating  costs  in 
the  1991  biennium  as  a  result  of  the  purchase.  This  results  in  a  reduction  of 
overhead  costs,  not  training  costs.  There  has  been  no  significant  change  in  the 
training  curriculum  at  the  Academy.  A  supplemental  appropriation  in  fiscal  1988 
of  $221,000  was  obtained  in  order  to  fully  fund  the  buildings  purchase. 

Personal  services  decrease  2.8  percent  due  to  an  overexpenditure  of  the 
personal  services  budget  in  fiscal  1988  to  cover  over  $11,000  of  vacancy  savings 
budgeted  but  not  realized  and  to  cover  approximately  $8,000  in  termination  pay 
for  departing  employees.     The  vacancy  savings  deficiency  was  funded  by  a  trans- 
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fer  from  operating  expenses,  and  the  termination  pay  was  funded  by  a  program 
transfer  from  the  Driver  Services  Bureau.  Current  level  increases  in  the  1991 
biennium  as  no  vacancy  savings  are  budgeted  compared  with  4  percent  vacancy 
savings  budgeted  in  fiscal  1989.  This  increase  is  offset  by  a  reduction  in 
salaries  in  the  1991  biennium  due  to  reductions  in  step  levels  for  two  positions 
that  turned  over  at  fiscal  year  end  1988. 

Operating  expenses  appear  to  remain  at  the  same  level  when  comparing  1989 
and  1991  biennium  aggregate  totals,  but  this  is  misleading  due  to  the  transactions 
involving  the  purchase  of  the  Academy  buildings  and  the  resulting  effects  on 
operating  expenses.  Table  8  provides  a  breakdown  of  operating  costs  for  the 
1989  and  1991  bienniums  by  cost  of  facility  lease/maintenance,  other  operating 
expenses,  and  special  appropriations. 


Table  8 

Operating  Expenses 

1989  and  1991  Bienniums 


Facilities  Lease/Maintenance 
Other  Operating  Expenses 
Budget  Amendments 
Supplemental  Appropriation 

Total 


Actual 
Fiscal 
1988 

Appropriated 
Fiscal 
1989 

-  -  Current 
Fiscal 
1990 

$  48,000 

175,872 

-0- 

-0- 

Level  -  - 
Fiscal 
1991 

$121,000 
175,940 
5,144 
-0- 

$151,000 
215,891 

-0- 
(221.^0001 

$  48.000 

177,366 

-0- 

-0- 

Ii9?i9§i 

UUM% 

m^^m 

The  academy  was  appropriated  $151,000  per  year  in  the  1989  biennium  for 
building  lease  costs.  The  legislature  intended,  however,  that  the  buildings  would 
be  purchased,  and  that  the  amo\int  provided  for  lease  costs  would  be  applied 
toward  the  purchase  price.  The  buildings  were  purchased  in  April  1988,  result- 
ing in  partial  year  net  savings  in  fiscal  1988  of  $30,000.  In  fiscal  1989  the  anti- 
cipated cost  savings  of  approximately  $103,000  ($151,000  lease  cost  less  $48,000 
maintenance/operating  costs)  was  to  go  toward  offsetting  the  supplemental  appro- 
priation in  fiscal  1988  to  buy  the  buildings.  The  $221,000  supplemental 
appropriation  has  been  removed  from  the  1989  biennium  appropriation  for  operat- 
ing expenses  both  in  the  main  table  and  in  Table  1,  and  after  applying  cost 
savings  against  the  appropriation,  it  will  leave  fiscal  1989  operating  expenses 
underfunded  by  $118,000.  Minor  increases  and  decreases  in  other  operating 
expenses  from  the  fiscal  1988  base  year  to  the  fiscal  1990/1991  were  offsetting. 
Table  8  shows  the  appropriation  for  other  operating  expenses  in  fiscal  1989  is 
significantly  higher  than  the  base  and  current  level.  This  is  due  to:  1)  a 
modified  appropriation,  $15,984  in  fiscal  1989  only,  to  start  a  fourth  basic 
training  course  each  year  that  is  not  continued  into  the  1991  biennium,  and  2)  a 
transfer  of  $20,000  by  the  agency  from  operating  expenses  to  personal  services 
and  equipment  in  fiscal  1988. 

Equipment  funds  in  current  level  allow  for  payments  of  $2,400  per  year  for  a 
new  telephone  system,   the  purchase  of  one  computer  each  year  of  the  biennium. 
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$4,000  per  year,   and  the  purchase  of  one  replacement   16min  projector  each  year 
of  the  biennium  at  a  cost  of  $1,562  in  fiscal  1990  and  $1,671  in  fiscal  1991. 

Non-operating  costs  of  $248,000  in  fiscal  1988  were  full  payment  for  the 
purchase  of  the  building.  The  purchase  was  funded  by  the  net  rent  savings  in 
fiscal  1988  of  approximately  $30,000  plus  a  supplemental  appropriation  of  $221,000 
from  the  motor  vehicle  fund.  The  resulting  $221,000  decrease  in  the  fiscal  1989 
appropriation  will  be  partially  offset  by  net  savings  of  $103,000  ($151,000 
appropriated  for  rent  less  $48,000  maintenance/operating).  It  will  leave  $118,000 
in  unfunded  appropriations  for  operation  of  the  Academy  in  fiscal  1989.  The 
legislature  had  intended  that  the  buildings  be  purchased  in  July,  1987,  and  that 
two  full  years  of  lease  cost  savings  in  fiscal  1988  would  provide  the  majority  of 
the  funding  necessary  for  the  building  purchase.  However,  a  lawsuit  by  the  City 
of  Lewistown  against  the  purchase  of  the  buildings  in  Bozeman  was  not 
overturned  by  the  courts  until  March,  1988,  and  resulted  in  expenditure  of  an 
unanticipated  nine  months  of  rent  at  a  cost  of  $108,750. 

As  discussed  above,  the  agency  had  received  an  appropriation  of  $15,984  in 
fiscal  1989  to  start  a  fourth  basic  training  course,  but  elected  not  to  implement 
this  program  due  to  scheduling  and  participation  problems.  The  agency  has 
announced  plans  to  add  a  tenth  week  of  instruction  to  the  current  nine -week 
basic  training  course  (taught  three  times  per  year)  beginning  in  January,  1989. 
Funding  for  the  additional  week  is  not  included  in  current  level. 

Funding 

There  are  two  sources  of  funding  for  the  Academy   --   tuition  fees  and  the 

motor  vehicle  license  funds.     Tuition  is  charged  for  certain  classes  taught  by  the 

Academy,    particularly  specialized  classes.      The   motor  vehicle  account  funds  the 
balance  of  the  budget. 

Federal  funds  expended  in  fiscal  1988  were  for  budget  amendments,  including 
$2,431  from  a  Board  of  Crime  Control  grant  to  present  a  management  training 
course,  and  $2,713  from  a  Highway  Traffic  Safety  grant  to  present  a  training 
course  for  law  enforcement  officials  on  enforcement  of  the  new  seat  belt  and  child 
restraint  laws. 
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FIRE  MARSHAL 

Actual 

Appropriated 

-   -   -  Current 

Level  

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

9.00 

8.00 

9.00 

9.00 

0.00 

Personal  Services 

$2'»7,788 

$237,5<t7 

$249,809 

$250,245 

3.03 

Operating  Expenses 

59,786 

71,936 

58,459 

58,744 

(11.02) 

Equipment 

15,263 

9,852 

17,282 

5,442 

.17.48) 

Total  Expenditures 

tuhm 

$319,335 

$325,550 

312,431 

======r= 

.J.°AU 

Fund  Sources 

General  Fund 

$315,690 

$319,335 

$325,550 

$312,431 

0.47 

Federal  Revenue 

7,147 
$322,837 

-0- 

-0- 

-0- 

(100.00) 

Total  Funds 

mtim 

$325,550 

$312,431 

==i?i^fi 

Program  Description 

The  Fire  Marshal  Bureau  is  responsible  for  safeguarding  life  and  property 
from  fire,  explosion,  and  arson.  Services  offered  through  this  program  are  fire 
and  arson  investigation,  inspection  of  state -owned  buildings,  fire  code  inter- 
pretation and  enforcement,  and  the  collection  of  fire  data  through  the  fire 
incident  reporting  system. 

Budget 

Current  level  decreases  slightly  from  the  1989  to  the  1991  biennium. 
Personal  services  increase  due  to  the  addition  in  fiscal  1988  of  1.00  FTE  for 
clerical  services  that  had  been  budgeted  in  the  1989  biennium  as  contract 
services.  The  work  has  been  done  for  several  years  on  a  contract  basis,  but  it 
was  determined  to  be  an  employer- employee  relationship  and  funding  was  therefore 
shifted  from  operating  expenses  to  personal  services  in  fiscal  1988.  The  addi- 
tional FTE  is  included  in  the  1991  biennium  current  level,  and  operating  expenses 
have  been  reduced  by  a  similar  amount.  When  personal  services  and  operating 
expenses  are  combined,  there  is  only  a  $200  difference  from  the  1989  biennium  to 
the  1991  bienniiun.  Vacancy  savings  of  4  percent  are  included  in  current  level. 
Actual  vacancy  savings  in  fiscal  1988  was  slightly  over  4  percent,  the  amoimt 
budgeted  in  the  1989  biennium.  Equipment  funded  in  current  level  includes 
replacement  of  one  car  in  fiscal  1990  -  $11,900,  purchase  of  3  high  band  radios 
per  year  -  $2,802  per  year,  and  office  equipment  -  $2,580  in  fiscal  1990  and  $640 
in  fiscal  1991. 


Funding 

The  Fire  Marshal  Bureau  is  fimded  entirely  by  general  fund.  Section 
50-3-109,  MCA,  provides  for  a  tax  on  fire  insurance  premiums  to  provide  funding 
for  the   Bureau.      The  tax   receipts   are   deposited  in   the  general  fund.      Federal 
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funds  in  fiscal  1988  were  for  a  Board  of  Crime  Control  grant  to  provide  funding 
for  the  Arson  Information  Management  System  maintained  by  the  bureau. 


IDENTIFICATION 

BUREAU 

Actual 

Appropriated 

-   -  -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

7.00 

7.00 

7.00 

7.00 

0.00 

Personal  Services 

$163>165 

$164,002 

$163,662 

$163,966 

0.14 

Operating  Expenses 

66,610 

68,507 

67,229 

69,441 

1.15 

Equipment 

3,833 

579 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$233,608 

======== 

$233,088 

$230,891 

======== 

$233,407 

_-L?:.§12 

Fund  Sources 

General  Fund 

$233,608 

??55l?§? 

$230,891 

======== 

$233,407 

— L?i512 

Program  Description 

The  Identification  Bureau  collects,  processes,  preserves,  and  disseminates 
criminal  history  record  information;  provides  latent  print  services;  and  provides 
related  training  to  criminal  justice  agencies  throughout  the  state  and  nation.  The 
bureau  maintains  the  automated  Criminal  History  Record  Information  System,  which 
contains  arrest  records,  charges,  dispositions,  and  descriptions  on  individuals 
who  have  criminal  histories.  This  file  is  available  to  all  law  enforcement  officials 
who  have  access  to  the  Law  Enforcement  Network  System.  The  Bureau  also 
serves  as  a  clearinghouse  and  central  repository  for  information  regarding  missing 
and  unidentified  persons  and  missing  children. 

Budget 

Current  level  decreases  slightly  from  the  1989  biennium  to  the  1991 
biennium.  Personal  services  are  carried  forward  at  the  1989  biennium  level. 
Vacancy  savings  of  3.4  percent  are  included  in  current  level.  Actual  vacancy 
savings  in  fiscal  1988  was  4.5  percent.  Minor  increases  in  operating  expenses  are 
for  rent  and  data  processing  access  charge  increases  as  well  as  increased  printing 
costs  in  fiscal  1991.     No  equipment  was  requested  for  the  1991  biennium. 
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CRIMINAL  INVESTIGATION 

Actual 

Appropriated 

Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

7.00 

7.00 

4.00 

4.00 

(3.00) 

Personal  Services 

$1«,162 

$210,881 

$133,223 

$133,266 

(24.52) 

Operating  Expenses 

51,150 

56,99<t 

30,995 

31,112 

(42.57) 

Equipment 

13,208 

!2?6,520 

-0- 

9,000 

$173,218 

======== 

9,000 

$173,378 
======== 

36.28 

Total  Expenditures 

$267,875 

£26^94) 

Fund  Sources 

General  Fund 

$176,963 

$165,527 

$173,218 

$173,378 

1.20 

Federal   and  Other 

29,557 
$206,520 

102,348 
$267,875 

-0- 

-0- 

(100.00) 

Total  Funds 

$173,218 

$173,378 

(26.94) 





Program  Description 

The  Criminal  Investigation  Bureau  is  required  by  statute  to  assist  city, 
county,  state,  and  federal  law  enforcement  agencies  at  their  request  by  providing 
expert  and  immediate  aid,  investigation,  and  solution  of  felonies  committed  in 
Montana,  and  by  investigating  apparent  violations  of  penal  statutes  disclosed  by 
the  audit  of  a  state  agency  conducted  by  the  Legislative  Auditor  and  reported  by 
him  to  the  Attorney  General  and  the  Governor.  The  program  also  collects, 
analyzes,  and  disseminates  criminal  investigative  information  throughout  the  law 
enforcement  community  in  Montana  and  other  states. 

Budget 

Current  level  provides  for  nearly  a  27  percent  reduction  from  the  1989 
biennium  to  the  1991  biennium,  due  to  the  loss  of  federal  funding  for  the  Rocky 
Mountain  Information  System  (RMIN)  and  the  lack  of  federal  funding  for  a  customs 
criminal  investigator.  RMIN  is  an  eight  state  regional  intelligence  sharing 
network  comprised  of  local,  state,  emd  federal  intelligence  agencies  to  support 
prosptMition  of  criminal  activities  that  cross  jurisdictional  boundaries.  Funding  for 
the  activity  supported  2.00  FTE  and  paid  30  percent  of  operating  costs  for  the 
Criminal  Investigation  Bureau.  The  customs  investigator  had  been  approved  by 
the  legislature  in  the  1989  biennium  to  work  with  U.S.  Customs  special  agents  on 
border  interdiction  along  the  Montana/Canadian  border,  contingent  upon 
availability  of  federal  funds.  Funds  never  became  available,  and  the  activity  is 
not  funded  in  current  level. 
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Personal  services  decrease  24.5  percent  in  the  1991  biennium  due  to 
elimination  of  the  2.00  FTE  provided  by  federal  funds  for  RMIN,  and  the 
elimination  of  the  1.00  FTE  customs  investigator.  The  cost  reduction  from 
deletion  of  3.00  FTE  is  nearly  offset  in  fiscal  1988  by  an  actual  vacancy  savings 
of  35  percent,  primarily  due  to  vacancies  in  the  three  positions  that  were 
eliminated.  Four  percent  vacancy  savings  is  applied  in  1991  biennium  current 
level . 

Operating  expenses  are  carried  forward  at  the  level  funded  by  general  fund 
in  the  1989  biennium.  Operating  costs  for  the  customs  investigator  and  the  30 
percent  of  total  operating  costs  provided  by  federal  funds  (RMIN)  have  been 
eliminated.  Fiscal  1988  expenditures  included  $11,200  provided  by  a  budget 
amendment  for  the  Montana  Marijuana  Eradication  Program. 

Current  level  includes  funding  for  equipment  of  $9,000  per  year  to  purchase 
used  vehicles  for  investigative  work. 

Funfling 

The  program  is  funded  entirely  by  general  ftmd.  Current  level  provides  for 
a  1.2  percent  increase  in  the  1991  biennium  for  the  general  operations  of  the 
program  after  removal  of  federal  fvinds  and  the  related  projects.  Federal  funds  in 
the  1989  biennium  include  $17,557  actual  expenditures  in  fiscal  1988  and  $59,539 
appropriated  in  fiscal  1989  for  the  now  defunct  RMIN  project,  and  $42,809 
appropriated  in  fiscal  1989  for  a  customs  investigator.  As  discussed  above, 
federal  funds  were  unavailable,  and  none  of  the  appropriation  ($56,993)  for  the 
customs  investigator  was  expended  in  fiscal  1988.  An  additional  $12,000  of 
federal  grant  funds  was  expended  in  fiscal  1988  for  the  budget  amendment 
supporting  the  Montana  Marijuana  Eradication  Program,  which  was  established  to 
locate  and  eradicate  illicit  domestic  marijuana  fields  and  investigate  and  prosecute 
those  cases  before  the  courts. 


SPECIAL  INVESTIGATION 

Actual 

Appropriated 

-   -   -   Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

14.75 

16.00 

16.00 

16.00 

1.25 

Person.lI    Services 

5355,666 

«473,33'f 

$457,533 

$458,079 

13.18 

Operating   Expenses 

23<i,461 

299,255 

253,962 

254,309 

(4.77) 

Equipment 

118,756 

36,591 

17,565 

22,500 

(74.21) 

Total   Expenditures 

$688,883 

======== 

$809,180 

======== 

$729,060 

$734,888 

======== 

MlIV. 

Fund  Sources 

State  Special 

^ns,!!-* 

$129,136 

$107,778 

$109,182 

(10.44) 

Federal   Revenue 

575,769 

680,044 

621,282 

625,706 

(0.70) 

Total   Funds 

!6§§i§?5 

$809,180 

$729,060 

$734,888 

======== 

— L?i?§J 
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Program  Description 


The  Special  Investigation  Program  (formerly  called  Criminal  Investigation  - 
Coal  Board)  of  the  Criminal  Investigation  Bureau  provides  undercover  criminal 
investigative  services,  primarily  in  illegal  drugs  and  stolen  property,  and  is 
divided  into  two  major  sections.  The  Special  Investigation  -  East  section  provides 
investigative  services  to  the  Eastern  Coal  Counties  Task  Force.  The  counties 
served  are  Yellowstone,  Big  Horn,  Rosebud,  Treasure,  Powder  River,  Carbon, 
Custer,  Musselshell,  and  Stillwater.  The  Special  Investigation  -  West  section 
administers  the  statewide  enforcement  undercover  unit  funded  by  a  federal  grant. 
In  addition  to  investigative  services,  the  program  provides  prosecutorial 
assistance  in  illegal  drug  cases,  criminalistics  lab  analysis  on  illegal  drug  samples, 
and  drug  enforcement  training  to  criminal  justice  agencies. 

Budget 

Current  level  provides  for  a  2.3  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium,  due  to  a  reduction  in  operating  expenses  and  decreased 
funding  for  equipment  in  the  1991  biennium. 

Personal  services  increase  13.2  percent  due  to  vacancy  savings  in  fiscal  1988 
of  24  percent  and  the  addition  of  1.25  FTE  in  fiscal  1989  that  is  carried  forward 
into  the  1991  biennium.  The  high  vacancy  savings  in  fiscal  1988  was  due  in  large 
part  to  the  8.75  FTE  for  the  new  statewide  drug  enforcement  program  not  being 
filled  at  the  beginning  of  the  year.  The  new  program  operated  at  full  strength 
for  only  about  two -thirds  of  the  base  year.  The  additional  1.25  FTE  are  for  the 
new  statewide  drug  enforcement  program,  and  were  approved  by  the  1987  legisla- 
ture beginning  in  fiscal  1989.  The  small  reduction  in  1991  biennium  levels  from 
fiscal  1989  appropriated  levels  is  due  to  vacancy  savings  of  4  percent  applied  to 
the  1991  biennium  compared  to  1.3  percent  budgeted  in  fiscal  1989. 

Operating  expenses  decrease  4.8  percent  when  comparing  1989  and  1991 
biennium  totals,  but  increase  8  percent  over  fiscal  1988  base  levels.  Operating 
expense  levels  for  the  Special  Investigations  -  East  (Coal  Board)  section  (rep- 
resenting 40  percent  of  the  operating  expenses)  remain  fairly  constant  between 
bienniums,  and  the  differences  are  primarily  in  the  Special  Investigations  -  West 
section.  As  mentioned  above,  the  program  was  new  in  the  1989  biennium,  and 
was  fully  operational  only  about  8  months  of  the  fiscal  1988  base  year.  Operating 
expenses  that  vary  with  staffing  levels  are  allowed  to  increase  by  one -third  in 
the  1991  biennium,  including  travel  for  investigative  work,  gasoline,  telephone 
expenses,  and  vehicle  maintenance,  resulting  in  the  increase  over  fiscal  1988 
levels,  but  remaining  below  fiscal  1989  appropriated  levels. 

Equipment  in  current  level  includes  $9,000  per  year  for  the  purchase  of  used 
vehicles  for  undercover  investigations,  and  $8,565  in  fiscal  1990  and  $13,500  in 
fiscal  1991  for  the  purchase  of  commtuiications  equipment  including  radios  and 
recorders  for  investigative  work. 

Funding 

The  Special  Investigation  -  East  section  is  funded  by  grants  of  $297,949  in 
fiscal  1990  and  $298,160  in  fiscal  1991  from  the  Eastern  Counties  Task  Force, 
which  receives  its  funding  from  the  Montana  Coal  Board.  The  Special 
Investigation  -  West  section  is  funded  by  a  Board  of  Crime  Control  federal  grant 
for  anti-drug  enforcement  of  $323,333  in  fiscal  1990  and  $327,540  in  fiscal  1991. 
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A  25  percent  hard  match  of  state  funds  is  required,   and  is  funded  by  increased 
motor  vehicle  fees  approved  by  the  1987  legislature. 


CENTRAL 

SERVICES 

DIVISION 

Actual 

Appropriated 

Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

9.15 

9.15 

9.00 

9.00 

(0.15) 

Personal  Services 

$266,699 

$259,926 

$265,773 

$266,395 

1.05 

Operating   Expenses 

114,162 

90,008 

109,793 

83,514 

(5.32) 

Equipment 

-♦,183 

$385,044 
======== 

11,000 
!360,934 

3,600 

-0- 

(76.29) 

Total  Expenditures 

$349,909 

======== 

— !.?:.?Zi 

Fund  Sources 

General  Fund 

$358,762 

$345,190 

$358,835 

$349,909 

0.68 

State  Special 

25,789 

14,062 

19,767 

-0- 

(50.40) 

Federal  and  Other 

-0- 

1,597 

-0- 

-0- 

(100.00) 

Proprietary 

493 

$385,044 
======== 

85 

$360,934 

564 
$379,166 

-0- 

(2.42) 

Total  Funds 

$349,909 

..\.l-All 

Prog^ram  Description 

The     Central     Services     Division     provides     the     administrative, 
accounting,  emd  fiscal  support  for  the  Department  of  Justice. 

Budget 


budgeting. 


Current  level  provides  for  a  2.3  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium.  Personal  services  increase  1  percent,  and  variances  between 
years  are  due  primarily  to  vacancy  savings.  Actual  vacancy  savings  in  fiscal 
1988  was  1.5  percent,  whereas  4  percent  vacancy  savings  was  budgeted  in  fiscal 
1989.  Current  level  includes  vacancy  savings  of  0.7  percent  in  the  1991 
bieiiiiium.  A  0.15  FTE  accounting  technician  position  that  has  been  vacant  over 
two  years  was  deleted  from  current  level.  Operating  expenses  decrease  5.3 
percent,  primarily  due  to  a  reduction  in  insurance  costs  charged  for  the  division 
by  Tort  Claims.  Audit  fees  of  $28,238  are  included  in  fiscal  1990  only. 
Equipment  included  in  current  level  is  for  computer  terminals  for  on-line  access  to 
the  state  accounting  system. 

Funding 

The  Central  Services  Division  is  supported  by  general  fund  with  the 
exception  of  $20,331  in  fiscal  1990  for  reimbursement  of  audit  funds.  The 
Department  of  Justice  audit  fee  is  paid  out  of  the  Central  Services  Division,  and 
non -general  fund  sources  are  allocated  a  share  of  the  total  audit  cost,  including 
$5,083  from  the  motor  vehicle  fee  state  special  revenue  account,   $14,684  from  the 
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highways  state  special  revenue  revenue  account,  and  $564  from  the  Agency  Legal 
Services  proprietary  account.  State  special  revenue  in  the  1989  biennium  included 
audit  fees  as  well  as  $6,248  in  fiscal  1988  and  $11,826  in  fiscal  1989  for  insurance 
reimbursement,  from  the  justice  insurance  clearing  account. 


DATA 

PROCESSING 

DIVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

15.00 

l-^-OO 

15.00 

15.00 

0.00 

Personal  Services 

$'»09,663 

$396,583 

$407,591 

$408,408 

1.21 

Operating  Expenses 

455,290 

489, 'f20 

458,362 

459,439 

(2.85) 

Equipment 

12,307 
$877,260 

2,500 
$888,503 

-0- 
$865,953 

-0- 

(100.00) 

Total  Expenditures 

$867,847 

======== 

—  Lh§li 

Fund  Sources 

State  Special 

$877,260 

$888,503 

$865,953 

$867,847 

(1.81) 





Program  Description 

The  Data  Processing  Division  provides  a  full  range  of  automated  data 
processing  and  telecommunications  services  for  the  Department  of  Justice, 
including:  system  development  and  maintenance  of  the  motor  vehicle  registration 
system,  driver  history  system,  criminal  history  record  information  system,  and 
the  Montana  Uniform  Crime  Reporting  System;  computer  operator  support  for  the 
Armory  computer  center;  and  system  development  and  support  for  the  Criminal 
Justice  Information  Network  (CJIN).  CJIN  links  law  enforcement/criminal  justice 
agencies  with  information  sources  at  local,  state,  and  national  levels  by 
interfacing  with  the  National  Law  Enforcement  Telecommunications  System,  the 
National  Crime  Information  Center,  and  numerous  State  of  Montana  files. 

Buclget 

Current  level  provides  for  a  1.8  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium,  due  to  a  decrease  in  operating  expenditures  and  a  reduction 
in  funding  levels  for  equipment.  Personal  services  increase  1.2  percent  due  to 
the  addition  of  a  1.00  FTE  computer  user  assistant  in  fiscal  1988  to  troubleshoot 
the  CJIN  system.  The  position  was  transferred  from  the  Highway  Patrol  Division 
without  funding,  and  funding  was  provided  by  a  transfer  from  the  operating 
expenses  budget  to  personal  services,  resulting  in  no  additional  cost  to  the 
program.  The  $18,000  added  to  personal  services  by  the  additional  FTE  was 
partially  offset  by  approximately  $6,000  in  step  reductions  from  turnovers. 
Vacancy  savings  of  4  percent  is  included  in  current  level  for  the  1991  biennium. 
Actual  vacancy  savings  in  fiscal  1988  was  4.9  percent.  Operating  expenses  were 
significantly  below  appropriated  levels  in  fiscal  1988  due  to  transfers  to  personal 
services  for  the  additional  FTE  and  to  purchase  equipment.     Current  level  for  the 
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1991  biennium  is  held  at  close  to  fiscal  1988  base  levels,  with  a  small  increase 
primarily  for  Office  of  Budget  and  Program  Planning  inflation  factors.  No 
eqmpment  allowances  are  included  in  current  level. 

Criminal  Justice  Information  Network  (CJIN)  -  The  CJIN  system,  as  described 
above,  provides  an  information  network  link  for  law  enforcement  agencies  from 
local  to  national  levels,  and  the  attorney  general  is  responsible  for  maintaining 
the  network  and  making  it  available  to  law  enforcement  agencies  in  the  fight 
against  crime.  Title  44,  Chapter  2,  Part  3,  MCA,  authorizes  the  attorney  general 
to  establish  monthly  operational  charges  for  network  users,  but  the  statute  is  not 
specific  as  to  what  portion  of  total  costs  or  types  of  costs  must  be  recovered  by 
user  fees.  In  fiscal  1988,  total  costs  of  the  system  were  $472,370,  and  user  fees 
paid  $188,000  of  those  costs,  or  40  percent.  The  $188,000  level  for  user  fees  has 
been  the  same  since  fiscal  1986,  the  last  time  that  fees  were  increased.  No 
increase  is  proposed  by  the  attorney  general  through  the  1991  biennium,  although 
costs  of  the  system  continue  to  rise.  Presently,  users  pay  from  $132  to  $263  per 
month  for  system  access,  which  roughly  covers  the  costs  of  phone  line  charges 
and  equipment  maintenance,  but  does  not  cover  overhead  costs  including  personal 
services  to  operate  the  system,  computer  access,  or  computer  terminals  and  other 
equipment  provided  by  the  state.  The  agency  budget  request  for  the  1991  bien- 
nium included  increases  for  the  CJIN  system  of  $98,720  in  fiscal  1990  and  $93,875 
in  fiscal  1991  for  operating  expenses  and  equipment.  Part  of  the  increased  costs 
were  to  support  the  addition  of  five  new  user  agencies  in  fiscal  1990  and  two  new 
users  in  fiscal  1991.     Table  9  shows  the  proposed  costs  and  estimated  revenues. 

Table  9 

Criminal  Justice  Information  Network 

Agency  Proposed  Cost  Increases 

1991  Biennium 

Fiscal  Fiscal 

1990  1991 
Add  New  User  Agencies: 

Line  Charges  @  $1,800  per  user  -  Annual                           $  9,000  $12,600 

Maintenance  Cost  Increases  -  Annual                                        2,288  2,288 

Equipment  (a  $2,815  per  user  -  One-time                               14.075  5.630 

Total  Charges  Related  to  New  Users  $25,363  $20,518 

Other  System  Increases: 

National  Law  Enforcement  Teletype  System  Fee 

Travel  to  National  Conferences 

Equipment  -  Replace  25  Printers  &  Terminals/Yr. 

Total  Other  Increases 

Total  CJIN  Cost  Increases 


Estimated  Revenue  Increases  From  New  Users 


$  2,400 

582 

70,375 

$  2,400 

582 

70.375 

$73,357 

$73,357 

m,m 

li3x§Z5 

liQ-QQQ 

lil.QQQ 
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Although  there  woiild  be  increased  revenues  from  new  user  agencies,  the 
agency  budget  request  proposed  no  increase  in  the  $188,000  recovery  level  that  is 
currently  in  effect  to  cover  the  other  system  cost  increases  requested. 
Therefore,  as  requested  by  the  agency,  the  increased  costs  will  be  paid  by  the 
motor  vehicle  fund.  That  would  reduce  motor  vehicle  funds  available  to  support 
other  programs,  and  would  result  in  increased  general  fund  to  support  those 
programs.  The  requested  increased  costs  for  CJIN  are  not  included  in  current 
level. 

Funding 

Operating  costs  of  the  CJIN  network,  as  discussed  above,  are  supported 
partially  (40  percent  in  fiscal  1988)  by  the  CJIN  state  special  revenue  account, 
and  receives  its  revenue  from  fees  to  user  agencies,  which  are  $188,000  per  year 
at  current  fee  levels.  The  amount  included  in  current  level  to  come  from  the 
CJIN  state  special  revenue  account  is  $213,000  per  year,  which  exceeds 
anticipated  annual  revenues,  but  reflects  usage  of  an  excess  fund  balance  in  the 
account.  The  balance  of  the  Data  Processing  Division  budget  is  funded  by  the 
motor  vehicle  fee  state  special  revenue  account,  since  a  major  function  of  the 
division  is  motor  vehicle  registration  administration.  The  motor  vehicle  state 
special  revenue  account  supports  several  programs,  and  since  the  account  does 
not  have  sufficient  revenues  to  fiilly  support  those  programs,  general  fund  makes 
up  any  shortfall.  Consequently  there  is  a  dollar  for  dollar  impact  on  general 
fund  for  every  dollar  spent  on  this  program. 


EXTRADITION  AND 

TRANSPORTATION  OF  PRISONERS 

Actual 

Appropriated 

Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

0.00 

0.00 

0.00 

0.00 

0.00 

Operating  Expenses 

$146,855 

$147,337 

$146,869 

$146,875 

L?ii§i 

Fund  Sources 

General   Fund 

$l<f6,855 

======== 

$147,337 

======== 

$146,869 

======== 

$146,875 

10.15) 

====== 

Program  Description 

The  Extradition  and  Transportation  of  Prisoners  Program  pays  claims  to 
sheriffs  for  expenses  of  transporting  certain  prisoners  to  state  prison  and  for 
claims  of  any  agent  employed  by  the  state  to  return  a  fugitive  from  justice  to  this 
state  by  order  of  the  Governor. 

Budget 

Current  level  is  at  actual  fiscal  1988  base  levels  with  the  Office  of  Budget 
and  Program  Planning  inflation  factors. 
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FORENSIC 

SCIENCE 

DIVISION 

Actual 

Appropriated 

Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

15.00 

15.00 

15.00 

15.00 

0.00 

Personal   Services 

$382,585 

$<t96,95't 

$485,538 

$'i86,715 

10.54 

Operating  Expenses 

310,933 

275,6'i6 

250,731 

252,230 

(14.26) 

Equipment 

63,117 

$756,635 

======== 

-0- 

«,000 

$781,269 

======== 

45,000 

$783,945 

======== 

42.59 

Total  Expenditures 

$772,600 

======== 

===iJL 

Fund  Sources 

State   Special 

$755,975 

$772,600 

$781,269 

$783,945 

2.40 

Federal   Revenue 

660 
$756,635 

-0- 

-0- 

-0- 

(100.00) 

Total  Funds 

?ZZ?l600 

5Z§li?§? 

!Z?5i?^§ 

-..?i?5- 

Program  Description 

The  Forensic  Science  Division,  which  includes  the  State  Crime  Lab  and  the 
State  Medical  Examiner,  provides  for  a  statewide  system  of  death  investigations, 
forensic  science  training,  scientific  criminal  investigations  in  the  state,  and 
scientific  analysis  of  specimens  submitted  by  law  enforcement  officials,  coroners, 
and  state  agencies.  The  laboratory  analyzes  blood,  breath,  and  urine  samples 
taken  by  law  enforcement  officers  in  connection  with  driving  under  the  influence 
of  alcohol  or  drugs  (DUI)  cases.  The  laboratory  also  performs  drug  and  alcohol 
screens  for  the  State  Department  of  Institutions. 

Budget 

Current  level  provides  for  a  2.3  percent  increase  from  the  1989  biennium  to 
the  1991  biennium,  primarily  due  to  reduced  expenditures  in  fiscal  1988  in  the 
absence  of  a  full-time  chief  medical  examiner. 

Personal  Services  increase  10.5  percent  in  the  1991  biennium  due  to  a  26 
percent  actual  vacancy  savings  rate  in  fiscal  1988,  including  a  vacancy  in  the 
state  chief  examiner's  (division  director)  position  for  the  entire  year.  This 
compares  to  4  percent  vacancy  savings  budgeted  in  fiscal  1989  and  in  the  1991 
biennium  current  level.  The  1991  biennium  salary  levels  are  slightly  below  1989 
biennium  appropriated  levels  due  to  reductions  in  step  levels  resulting  from 
turnovers . 

Operating  expenses  decrease  14.3  percent  in  the  1991  biennium  due  to  the 
removal  of  one-time  costs  of  approximately  $50,000  in  fiscal  1988  related  to 
contracting  for  services  normally  provided  by  the  chief  medical  examiner. 
Vacancy  savings  resulting  from  the  absence  of  a  full-time  chief  examiner  were 
transferred  to  operating  expenses  to  fund  the  increases,  and  are  removed  from 
1991      biennium     current     level.        Travel      expenses     in      fiscal      1988      exceeded 
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appropriated     levels     by     over     $10,000     and     were     reduced     to     1989     biennium 
appropriated  levels  in  current  level  for  the  1991  biennium. 

Equipment  funds   are   included   at   $45,000   per   year   for   the     replacement  of 

laboratory  equipment  on  a  priority  basis.      The  agency  had  requested  $266,750  in 

the  1991  biennium  for  equipment.      Current  level  allowances  are  only  34  percent  of 

the    agency's    requested    budget,    but    are    consistent    with    the    average    level  of 
expenditures  for  equipment  by  the  division  over  the  past  three  years. 

Funding 

The  program  is  funded  at  approximately  20  percent  of  total  costs  by 
alcoholism  treatment  state  special  revenue  funds  due  to  the  laboratory  testing 
done  by  the  division  for  the  DUX  program  primarily  with  breath  testing 
equipment.  The  balance  of  the  program  is  funded  by  the  motor  vehicle  state 
special  revenue  fund. 
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HIGHWAY  TRAFFIC  SAFETY  DIVISION 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 

FTE  ------  Biennivim  ------ 

Fiscal  1991  General  Fund  Total  Ftinds 

Executive  Budget  8.50  $400,000  $2,744,033 

LFA  Current  Level  8^  400.000  2.744.305 

Executive  Over  (Under)  LFA  0^00  $__iQi__  $ £272) 


There  are  no  significant  differences  between  the  executive  budget  and  LFA 
current  level. 
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Actual 

Appropriated 

-  -  -  Current 

Level  

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

8.50 

8.50 

8.50 

8.50 

0.00 

Personal  Services 

$   255,090 

$ 

258,273 

$   25^1,033 

$ 

255,0'H 

(O.S't) 

Operating  Expenses 

195,075 

196,0<i6 

195,853 

193,378 

(0.48) 

Equipment 

465 

1,900 

3,000 

_ 

3,000 

153.70 

Total  Operating  Costs 
Non-Operating  Costs 


$  450,630 
795,991 


$  456,219 
720,000 


$   452,886 
920,000 


S  451,419 
920,000 


(0.28) 
21.37 


Total  Expenditures 
Fund  Sources 


$1,176,219 


$1,372,886 


$1,371,419 


General  Fund 
State  Special 
Federal  Revenue 


$   76,050      $    -0-         $   200,000 

66,228  72,000  72,000 

1,104,343        1,104,219         1,100,886 


$   200,000       425.97 

72,000         4.18 

1,099,419         (0.37) 


Total  Funds 


$1,246,621 


$1,176,219 


$1,372,886 


$1,371,419 


Program  Description 

The  Highway  Traffic  Safety  Division  assists  local  and  state  governmental 
entities  in  promoting  traffic  safety  in  order  to  reduce  death,  injury,  and  property 
loss  that  result  from  highway  traffic  accidents.  Current  program  priorities 
include  alcohol  education  and  occupant  restraint  usage  projects. 

Budget 

The  current  level  budget  provides  for  a  13.3  percent  increase  from  the  1989 
biennium  to  the  1991  biennium.  The  entire  increase  can  be  attributed  to  an 
increase  in  pass-through  funds.  The  1987  legislature  established  a  program  for 
distribution  to  coimties  by  the  Highway  Traffic  Safety  Division  of  drivers'  license 
reinstatpmont  fees  for  drinking  and  driving  prevention  programs.  Fiscal  1988 
figiMPs  include  $76,050  in  pass-through  funds  for  the  first  year  of  the  program. 
Fiscal  1989  figures  do  not  include  an  estimate  of  the  funds  pass-through; 
however,  $200,000  is  included  in  current  level  in  each  year  of  the  1991  biennium. 
Total  operating  costs  decrease  slightly. 

Equipment  requested  in  the  1991  biennium  includes  $3,000  per  year  for 
computer  hardware  replacement  and  the  purchase  of  software  for  traffic  accident 
data  collection. 

Funding 

Funding  for  operating  costs  and  federal  grants  is  provided  by  federal  funds 
from    the    National    Highway    Traffic    Safety    Administration.      A    50   percent    state 
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match  on  administration  and  planning  costs  is  required  in  order  to  secure  federal 
funds.  The  state's  50  percent  match,  $72,000,  comes  from  the  Highways'  Special 
Revenue  Account. 

General  fund  is  provided  from  collections  of  drivers'  license  reinstatement 
fees  after  revocation  and  is  appropriated  to  the  Highway  Traffic  Safety  Division 
for  distribution  to  counties  with  an  established  drinking  and  driving  prevention 
program. 
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FTE  -  Biennium 

Fiscal  1991  General  Fund  Total  Funds 

Executive  Budget  17.00  $823,640  $6,734,919 

LFA  Current  Level  17.00  783.025  6,694.304 

Executive  Over  (Under)  LFA  =9=99  $_|Qx615  I___40i615 


The  executive  budget  is  $40,615  higher  than  LFA  current  level,  and  it  is  aU 
in  general  fund.  The  difference  occurs  primarily  due  to  the  vacancy  savings 
calcxilation  and  a  higher  allowance  for  contract  training  services  in  the  executive 
budget. 

ISSUE  1:      VACANCY  SAVINGS  CALCULATION 

The  executive  budget  applied  2  percent  vacancy  savings  as  compared  to  a  4 
percent  vacancy  savings  rate  in  LFA  current  level.  This  results  in  a  increase  in 
the  executive  budget  of  $19,868  over  LFA  current  level. 

ISSUE  2:     CONTRACT  TRAINING  SERVICES 

The  executive  budget  includes  $25,000  more  in  contract  services  to  hire 
instructors  and  other  professional  services  for  training  courses  in  juvenile  justice 
and  drug  enforcement.  The  amount  included  in  LFA  current  level  is  equal  to  the 
fiscal  1988  appropriated  level. 
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BOARD 

1  OF  CRIME 

CONTROL 

Actual 

Appropriated 

Current  Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 
F.T.E. 

1988 
17.00 

1989 

1990 
17.00 

199! 
17.00 

Biennium 

17.00 

0.00 

Personal  Services 

$ 

^70,888 

$   486,114 

$   477,549 

$   478,870 

(0.06) 

Operating  Expenses 

161,420 

170,685 

160,017 

151,193 

(6.29) 

Equipment 

Total  Operating  Costs 

$ 

12,531 
6't't,839 

8,500 
$  665,299 

3,675 
$  641,241 

-0- 

(82.53) 

$  630,063 

(2.96) 

Non-Operating  Costs 

^ 

,878.042 

3,166.858 

2,661,500 

2,761,500 

7.49 

Total  Expenditures 

!? 

,522^881 

$3,832^157 

$3,302,741 

========== 

$3,391,563 

.Allt. 

Fund  Sources 

General  Fund 

$ 

408,865 

$  412,649 

$   396,367 

$   386,653 

(4.69) 

State  Special 

280,857 

480 , 936 

359,374 

475,905 

9.65 

Federal  Revenue 

_± 

,833,159 

2,938,572 

2,547,000 

2,529,000 

6.38 

Total  Funds 

?? 

,522^881 

$3,832,157 

========== 

$3,302,741 

$3^391,563 

5.34 

======= 



■  Fiscal  1990  - 

,  _  . 

.  _  . 

Fiscal  1991  

ISSUES 

General 

Fund       Oth 

er  Funds 

General  Fund 

Other  Funds 

1.  Transfer  to  Justice 

Option  Ai 

$(323, 

,492)        5(673 

,CO0) 

$(315,343) 

$(671,500) 

Option  B. 

(252, 

,992)         (673 

,000) 

(246,803) 

(671,500) 

Option  Ci 

(87, 

,992) 

(53 

,000) 

(87,103) 

(51,500) 

Option  Di 

(70 

,500) 

(33 

,000  1 

(70,060) 

(31,500) 

Option  E: 

(60 

,000) 

IS 

.003) 

(60,000) 

(6,500) 

Program  Description 

Thp  Montana  Boar(i  of  Crime  Controi  is  governed  by  a  supervisory  board  of 
18  ni'Miiliprs,  appointed  by  the  Governor  and  representing  law  enforcement  and 
criminal  justice  agencies.  The  major  source  of  funding  for  this  agency  until  fiscal 
1984  was  the  now  defunct  Law  Enforcement  Assistance  Administration. 


The  mission  of  the  Board  of  Crime  Control  is  to  promote  public  safety  by 
strengthening  the  coordination  and  performance  of  the  criminal  and  juvenile 
justice  system  and  by  increasing  citizen  and  public  official  support  and 
involvement  in  criminal  justice.  In  addition  to  administering  several  federal  action 
grant  programs  related  to  criminal  justice,  the  agency  provides  technical  and 
supportive  services  in  the  areas  of  jail  improvement,  management  and  statistical 
analysis,  crime  prevention,  crimestoppers,  manpower  development,  information 
systems,  and  residential  programs  for  youth  in  trouble,  and  establishes  minimum 
law   enforcement   standards   for   personnel,    equipment   and   procedures,    as   well   as 
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certification  of  law  enforcement  officers.  The  agency  also  administers  a  juvenile 
justice  training  program  for  law  enforcement  officials  and  the  state  crime  victims' 
compensation  program. 

Budget 

Current  level  provides  for  a  5.3  percent  increase  from  the  1989  biennium. 
Total  operating  costs  appear  to  decrease  nearly  3  percent,  but  if  budget 
amendments  are  removed  from  the  1988  expenditures,  the  decrease  in  operating 
costs  is  less  than  1  percent.  The  entire  increase  from  the  1989  biennium  to  the 
1991  biennium  is  in  non-operating  costs,  and  can  be  attributed  to  an  increase  in 
federal  pass-through  grant  funds.  Table  1  shows  the  pass-through  grants  and 
benefit  program  funding  included  in  current  level. 

Table  1 

Non-Operating  Costs  (Pass-Through  Grants/Benefits) 

1991  Biennium 


Pass -Through  Grant  Funds 

Victims  Assistance 

Crimincd  Justice  Assistance  Block  Grants 

Juvenile  Justice 

Drug  Education/Prevention 

Drug  Enforcement  Block  Grant 

Total  Pass-Through  Grants 

Crime  Victims'  Compensation  Benefits 

State 
Federal 


Total  Victims'  Compensation  Benefits 
Total  Non- Operating  Costs 


Fiscal  1990 

Fiscal  1991 

$  224,000 

$  224,000 

396,000 

396,000 

142,500 

242,500 

284,000 

284,000 

1.240.000 

1.240.000 

$2,286,500 

$2,386,500 

$  257,000 

$  375,000 

118,000 

-0- 

$  375.000 

$  375.000 

UMum 

Ud^^m 

The  grant  amounts  shown  in  Table  1  are  similar  to  the  amounts  appropriated 
for  Hie  1989  l^iennium,  except  for  the  drug  enforcement  block  grant,  which  in- 
creases over  $340,000  per  year,  and  juvenile  justice  grants,  which  are  expected 
to  be  increased  by  $100,000  in  fiscal  1991.  The  amounts  are  not  firm  award 
amounts,  but  are  based  upon  federal  estimates.  The  total  crime  victims'  comp- 
ensation benefits  included  in  current  level  are  similar  to  the  1989  biennium,  but 
the  mix  of  state  and  federal  funding  will  change.  The  federal  program  sunsets  in 
fiscal  1990,  and  if  the  program  is  not  continued,  the  state  fund  will  be  required 
to  absorb  the  $118,000  to  $136,000  per  year  of  federal  funds  received  during  the 
past  three  years.  The  revenues  dedicated  to  this  program,  a  portion  of  certain 
highway  patrol  fines,  are  sufficient  to  absorb  the  potential  loss  of  federal  funds. 

Five  budget  amendments  were  approved  in  fiscal  1988.  Expenditures  for 
budget  amendments   included   $17,435   in   increased   drug   enforcement   block   grant 
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pass-through  authority,  $18,389  to  fund  a  task  force  seeking  alternatives  to 
detention  of  youth  in  adult  jails,  $7,028  to  develop  better  coordination  of  criminal 
justice  issues,  $2,245  to  develop  a  drug  data  collection  program,  and  $1,600  to 
develop  enhancements  to  the  Montana  Uniform  Crime  Reporting  System.  After 
budget  amendments  are  removed  from  the  fiscal  1988  base,  the  increase  in  1990 
current  level  over  base  for  operating  costs  is  4.1  percent.  The  increase  is 
primarily  due  to  an  actual  vacancy  savings  in  fiscal  1988  of  7  percent  compared  to 
a  budgeted  vacancy  savings  of  4  percent,  and  an  increase  in  contract  services 
for  training  classes  to  1988  appropriated  levels.  The  training  courses  were  cut 
back  in  fiscal  1988.  The  funding  for  the  courses  will  be  provided  primarily  by 
course  tuition  fees. 

Equipment  requested  in  fiscal  1988  is  $2,175  for  replacement  of  office 
equipment  and  $1,500  for  a  computer  workstation. 

Funding 

In  addition  to  federal  fiuiding  for  the  pass -through  grant  programs  and  a 
portion  of  crime  victims'  compensation  benefits  in  fiscal  1990,  federal  funding  of 
$82,500  per  year  is  provided  for  juvenile  justice  programs,  including  $54,375  for 
the  Juvenile  Information  Reporting  System,  $11,250  for  operations  of  the  Youth 
Justice  Council,  and  $16,875  for  administration  of  the  Juvenile  Justice  Grant 
Program.  Federal  funds  of  $60,000  per  year  are  also  provided  for  administration 
of  the  Drug  Enforcement  Block  Grant  Program. 

State  special  revenue  funds  of  $45,000  per  year  are  included  in  current  level 
to  be  provided  by  tuition  and  fees  for  Juvenile  Justice  Training  Programs  and 
fees  for  technical  assistance  to  local  law  enforcement  agencies.  The  remainder  of 
state  special  revenue  funds  are  for  the  crime  victims'  compensation  benefits  and 
administration . 

Funding  for  all  other  Board  of  Crime  Control  activities  is  general  fund, 
including  a  50  percent  match  of  $16,875  for  the  juvenile  justice  grant  adminis- 
tration, operations  of  the  Peace  Officer  Standards  and  Certification  Program,  the 
Montana  Uniform  Crime  Reporting  System,  general  agency  administration,  and 
administrative  costs  of  two  of  the  federal  pass -through  grant  programs,  which 
cannot  utilize  any  federal  grant  funds  for  grant  program  administration. 

ISSUE  1:   TRANSFER  BOARD  OF  CRIME  CONTROL  FUNCTIONS  TO  THE  DEPART- 
MENT OF  JUSTICE 

The  Board  of  Crime  Control  was  established  in  1968  to  administer  action 
grant  funds  to  various  state  and  local  agencies.  The  major  source  of  funding  for 
this  agency  was  federal  funds  from  the  now  defunct  Law  Enforcement  Assistance 
Administration.  General  fund  was  used  only  as  a  match  for  federal  funds.  When 
the  federal  funds  dried  up  in  1984,  the  legislature  replaced  federal  funds  of 
approximately  $200,000  per  year  in  the  1985  biennium  with  general  fund  money  to 
allow  the  agency  to  continue  to  provide  various  types  of  assistance  to  law  en- 
forcement agencies.  The  agency  has  added  functions  over  the  years,  and  general 
fund  of  $408,865  in  fiscal  1988  and  current  level  general  fund  of  $396,367  in  fiscal 
1990  now  support  functions  including  Peace  Officers  Standards  and  Training 
(POST),  the  Montana  Uniform  Crime  Reporting  (MUCR)  System,  federal  grant 
pass- through  administration,  technical  assistance  to  law  enforcement  agencies, 
juvenile  justice  training,  and  juvenile  justice  programs.  The  seven  major  func- 
tions of  the  Board  of  Crime  Control  are  described  briefly  on  the  following  page. 
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Peace  Officer  Standards  and  Training  (POST)  -  The  POST  Bureau  develops 
minimum  standards  for  the  selection  and  training  of  peace  officers,  including 
highway  patrolmen,  sheriffs,  poUce  officers,  fish  and  game  officers,  and  security 
police.  The  bureau  develops  certification  standards  and  provides  technical 
assistance  to  law  enforcement  agencies.  The  POST  function  is  statutorily 
required  and  is  funded  by  general  fxind  of  approximately  $64,000  in  fiscal  1990 
current  level. 

Montana  Uniform  Crime  Reporting  (MUCR)  System  -  MUCR  is  a  computerized 
network  system  which  takes  crime  data  supplied  by  local  and  national  law  en- 
forcement agencies  and  uses  it  to  reduce  crime  by  identifying  and  targeting  where 
crime  control  emphasis,  training,  and  funding  is  needed,  as  weU  as  to  increase 
public  awareness  as  to  t3^es  of  crimes  occurring,  potential  for  victimization,  and 
opportunities  for  defensive  action.  The  program  was  originally  funded  with 
federal  funds,  but  now  receives  approximately  $80,000  general  fund  per  year.  If 
it  was  not  funded  by  the  state,  there  would  be  a  potential  for  funding  by  user 
fees. 

Federal  Grant  Administration  -  The  agency  administers  the  pass -through  federal 
grants  shown  in  Table  1  of  this  report.  The  agency  receives  federal  funds  to 
administer  the  juvenile  justice  and  drug  enforcement  grants.  The  Victims' 
Assistance  and  Criminal  Justice  Assistance  Block  Grants  are  not  supported  by  any 
federal  funds,  and  general  fund  is  used  to  administer  these  grants.  Approxi- 
mately $200,000  of  general  fund  per  year  is  used  for  grant  administration.  If  the 
two  grant  programs  discussed  above  that  require  general  fund  support  were  not 
administered  by  the  Board  of  Crime  Control  or  any  other  state  agency,  federal 
law  still  requires  that  Montana  law  enforcement  agencies  and  activities  receive  the 
funds.  The  program  would  be  administered  by  the  federal  government  or  be 
contracted  to  another  organization  in  the  state. 

Crime  Victims'  Compensation  -  This  program  provides  information  about  crime 
victims'  compensation  to  potentially  eligible  victims,  processes  and  decides 
compensability  of  claims,  and  pays  benefits  to  eligible  innocent  victims  of  crime. 
Funding  comes  primarily  from  a  portion  of  fines  paid  for  highway  offenses,  as 
well  as  from  federal  funds,  and  the  program  is  administered  by  state  special 
revenue  funds. 

Technical  Assistance  -  This  program  provides  technical  assistance  to  criminal 
justice  agencies  in  areas  of  microcomputer  training,  jail  improvement,  crime 
prevention,  crimestoppers,  statistical  analysis,  and  other  law  enforcement  needs. 
The  program  is  funded  partially  by  general  fund,  by  federal  grants  when  avail- 
able,  and  by  user  fees. 

Juvenile  Justice  Training  -  This  program  provides  training  that  will  improve 
productivity  and  awareness  of  juvenile  justice  personnel  by  providing  education 
and  ctirrent  information  about  the  juvenile  justice  system.  The  program  is  sup- 
ported by  general  fund  and  by  tuition  fees. 

Juvenile  Justice  Planning  -  This  program  is  to  serve  as  a  resource  for  the 
improvement  of  state  and  local  juvenile  justice  system  agencies,  to  provide  for 
juvenile  justice  training,  and  to  operate  the  Juvenile  Probation  Information 
System,  a  statewide  system  to  provide  juvenile  justice  information  to  law  en- 
forcement agencies  and  to  judicial  districts.  The  program  is  supported  by  federal 
funds  and  by  state  match  funds  of  $16,875  per  year  from  the  general  ftuid. 
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Most  states  had  an  agency  similar  to  the  Board  of  Crime  Control  when 
federal  fiinds  supported  the  program  until  1984.  Since  then,  most  states  have 
discontinued  some  activities  and  have  transferred  criminal  justice  activities  to 
other  agencies.  Montana  is  one  of  the  few  states  that  still  has  a  separate  agency 
performing  most  of  the  functions  originally  federally  funded.  Most  of  the  Board 
of  Crime  Control  functions  would  fit  logically  into  the  Department  of  Justice. 
Eliminating  a  separate  agency  would  result  in  general  fund  savings  of  at  least 
$60,000  per  year  due  to  elimination  or  reduction  of  costs  such  as  the  agency 
director's  salary,  rent,  and  other  overhead.  The  selective  elimination  of  some 
functions  could  provide  additional  savings. 

Options  are  presented  below  for  the  elimination  of  the  Board  of  Crime 
Control  as  a  separate  agency.  The  first  option  transfers  only  part  of  the  seven 
functions  to  the  Department  of  Justice,  eliminating  the  MUCR  system,  technical 
assistance,  and  juvenile  justice  training,  as  well  as  grant  administration  for  the 
two  grant  programs  that  receive  no  federal  administrative  support.  It  leaves  only 
general  fund  of  $72,875  in  fiscal  1990  and  $71,315  in  fiscal  1991  for  the  statutory 
post  function.  Juvenile  Justice  match  funds,  and  audit  fees.  The  next  four 
options  provide  for  separate  consideration  of  the  four  functions  not  continued  in 
the  first  option.  Table  2  shows  the  approximate  current  level  of  general  fund 
savings  in  fiscal  1990  for  the  seven  functions  discussed  above.  The  costs  are 
projections  based  on  fiscal  1988  costs  for  these  functions  provided  by  the  Board 
of  Crime  Control. 


Table  2 

Current  Level  by  Function/Options 

Current 

Function 

Level 

Option   A 

Option  B 

Option   C 

Option   D 

Option   E 

P.O.S.T. 

$        6<+,000 

$        56,000 

5        56,000 

$        56,000 

$        56,000 

$        56,000 

M.U.C.R. 

80,000 

-0- 

70,500 

70,500 

70,500 

70,500 

Grant  Administration 

2,S'*6,500 

1,726,500 

1,726,500 

2,511,500 

2,511,500 

2,511,500 

Crime  Victims'    Comp . 

't32,37<t 

'♦2<t,37^ 

^2<*,374 

42<t,37't 

«*2't,37't 

<^Z<\,ZT* 

Technical  Assistance 

37, "^92 

-0- 

-0- 

-0- 

37,^92 

37,492 

Juvenile  Justice  Trng. 

^3,000 

-0- 

-0- 

-0- 

-0- 

35,500 

Juvenile   Justice   Plnj. 

99,375 
$3,302,7^1 

99,375 

99.375 
$2,376,7<t9 

99.375 
S3,161,7<t9 

99,375 
$3,199,2<«1 

99,375 

Total   Cost 

$2,306,2<t9 

$3, 23'*, 741 

Current   Level 

3,302.7<H 

3,302,7^1 

3,302,7-^1 

3,302,7'»1 

3,302,7-*! 

3,302,741 

Difference 


$    (996,492)      $    (925,992)      $    (140,992)      $    (103,500)      $      (68, 


Funding   of  Difference 


General  Fund 
State  Special 
Federal 


$  -0-  $    (323,492)      $    (252,992)      $      (87,992)      $      (70,500)      $      (60,000) 

-0-  (53,000)  (53,000)  (53,000)  (33,000)  (8,000) 

-0-  (620.000)  (620,000)  -0-  -0-  -0- 


$(996,492)      $(925,992)      $(140,992)      $(103,500)      $      (68,000) 
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Options  A-E:  Eliminate  the  Board  of  Crime  Control  as  a  separate  agency,  and 
transfer  certain  functions  to  the  Department  of  Justice.  Functions 
eliminated  are  shown  in  Table  2.  The  general  fund  savings  range 
from  $323,492  to  $60,000  in  fiscal  1990. 


A-124 


DEPARTMENT  OF  REVENUE 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 


FTE 
Fiscal  1991 


------  Biennium  ------ 

General  Fund  Total  Funds 


Executive  Budget 
LFA  Current  Level 


820.37 
735.00 


$35,168,343 
34.385.465 


$130,823,923 
40.901.463 


Executive  Over  (Under)  LFA 


.85^37 


$___782^878 


$_89^?22,460 


The  executive  budget  includes  85.37  FTE,  $782,878  general  fund,  and 
$89,922,460  total  funds  more  than  LFA  current  level  in  the  1991  biennium.  This 
is  attributable  to  the  executive  budget  including  10  modified  budget  recommenda- 
tions, statutory  appropriations,  the  Liquor  Division,  and  operating  expenses  not 
included  in  LFA  current  level.     These  and  other  issues  are  siunmarized  below. 


ISSUE  1:     MODIFIED  BUDGET  RECOMMENDATIONS 

The  executive  budget  includes  10  modified  budget  recommendations  which  are 
not  in  LFA  current  level.  These  are  summarized  by  division  in  Table  A  below. 
The  negative  modifieds  in  the  Property  Assessment  Division  represent  the  amounts 
that  could  be  removed  from  the  executive  budget  if  the  modified  budget  was 
approved.  Approval  of  these  two  particular  modifieds  is  contingent  upon 
successful  passage  of  substantive  changes  in  Montana  tax  laws. 


Table  A 

Recommended  Budget  Modifications  in  the  Executive  Budget 

1991  Biennium 


Data  Processing 
Invest,  i   Enforce 
Inves^.  X  Enforce 
Incomr-  Tn\- 
Income  Tax 
Income  Tax 
Income  Tax 
Property  Assessment 
Property  Assessment 
Property  Assessment 

Total  Mods. 


Modification  Name 

Data  Processing  Division-HB<»36 
Video  Poker  Investigations 
Child  Support  Enforcement 
Enhjiim  Inheritance  Tax  Revenue 
Enhance  Collection  Efforts 
Enhance  Selective  Audit  Program 
Enhance  Unclaimed  Property  Program 
Adjustment  of  Appraisal  Values-HB  '♦36 
Exemption  of  Agricultural  Property 
Exemption  of  Commercial  Pers .  Prop. 


1991 

Biennium  

FY91 

General 

Total 

FTE, 

Fund 

Funds 

6.00 

$  230,623 

S  230,623 

•♦.OO 

-0- 

509,300 

2.00 

36,268 

106,671 

1.00 

-0- 

68,5'»5 

<i.00 

253,568 

253,568 

0.00 

57,500 

57,500 

5.00 

-0- 

l'»8,0'i2 

1.00 

371,691 

371,691 

131.00  1 

(828,166) 

(828,166) 

(21.20) 

(538,911) 

(538,9111 

illll°l 

$('»17,'tZ7j 

$_378,863_ 
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$ 

-0- 

$     5,000 

-0- 

4,350,000 

-0- 

17,000 

-0- 

8,296,000 

-0- 

9,700 

$ 

-0- 

$12,657,700 

ISSUE  2:     STATUTORY  APPROPRIATIONS 

The  executive  budget  includes  five  statutory  appropriations  which  are  not 
included  in  LFA  current  level.  These  are  summarized  in  Table  B  below.  The 
911  Emergency  Telephone  statutory  appropriation  is  used  to  pay  administrative 
operating  expenses.  All  of  the  remaining  statutory  appropriations  are  pass- 
through  funds  or  non- operating  expenses. 

Table  B 
Statutory  Appropriations  Included  in  the  Executive  Budget 

-  -  -  -  1991  Biennium  -  -  -  - 
Division  Statutory  Appropriation  General  Fund       Total  Funds 

Director's  Office  Public  Ceunpaign  Funds 

Centralized  Services  Beer,  Wine,  Liquor  Tax  Local  Distribution 

Income/Misc .  Tax  911  Emergency  Telephone 

Nat.  Res.  t   Corp.  Tax  Corp.  Tax  Dist.  to  Financial  Institutions 

Nat.  Res.  8  Corp.  Tax  Oil  i   Gas  Distribution  to  Counties 

Total  Statutory  Appropriations 


ISSUE  3:     LIQUOR  DIVISION 

The  executive  budget  includes  125  FTE  and  $75,281,363  total  funding  for  the 
Liquor  Division  which  is  not  in  LFA  current  level.  For  the  past  several  years, 
the  legislature  has  appropriated  spending  authority  for  the  Liquor  Division 
through  boilerplate  language,  specifying  goals  it  wants  the  division  to  strive  for. 
No  specific  dollar  amount  was  included  in  LFA  current  level  for  the  Liquor 
Division . 


ISSUE  4:     VACANCY  SAVINGS 

Two  percent  vacancy  savings  was  included  in  the  executive  budget  while 
LFA  current  level  applied  4  percent.  This  rate  difference  caused  the  executive 
budget  to  include  approximately  $450,000  more  general  fund  and  $536,000  more 
total  funds  than  LFA  current  level. 


ISSUE  5:     LFA  OPERATING  BASE  REDUCTIONS 

LFA  current  level  reduced  fiscal  1988  operating  expenditures  in  four 
divisions  by  approximately  $69,400,  funded  $43,000  from  general  fund  and  $26,400 
from  other  funds,  because  the  divisions  spent  more  for  operating  expenses  than 
authorized  by  the  1987  legislature  due  to  excess  vacancy  savings.  For  the  1991 
biennium,  this  base  reduction  results  in  the  executive  budget's  operating 
expenses  exceeding  LFA  current  level  by  approximately  $138,800,  of  which 
$86,000  is  general  fund  and  $52,800  is  other  funds. 
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ISSUE  6:     OPERATING  EXPENSE  REDUCTIONS  RESULTING  FROM  NEW  COMPUTER 
SYSTEM 

LFA  current  level  removed  $101,214  more  computer- related  operating 
expenses  from  the  department's  1988  expenditure  base  due  to  implementing  the 
new  computer  system  in  the  Property  Assessment  Division  than  was  removed  in 
the  executive  budget.  These  LFA  current  level  expenditure  reductions  result  in 
the  executive  budget  containing  $202,428  more  operating  expenses  than  LFA 
current  level,  funded  $192,488  by  general  fund  and  $9,940  other  funds. 

ISSUE  7:     COUNTY  ASSESSORS 

The  executive  budget  reduced  the  FTE  for  county  assessors  by  16.1  FTE 
because  the  department  has  entered  into  an  agreement  with  some  counties  for  the 
counties  to  handle  all  payroll  functions  for  the  county  assessor  and  deputy 
assessor.  Under  this  arrangement,  the  department  sends  the  state's  portion  (70 
percent)  of  the  assessors'  and  deputies'  salary  to  the  county.  The  county  issues 
one  paycheck  to  the  assessor  and  deputy.  LFA  current  level  maintains  the  same 
FTE  level  as  authorized  by  the  1987  legislature. 

ISSUE  8:     COUNTY  ASSESSOR  HEALTH  INSURANCE 

The  executive  budget  does  not  include  health  insurance  funding  for  the 
county  assessors  which  results  in  LFA  current  level  including  $77,280  more 
general  fund  each  year  of  the  1991  biennium.  The  executive  states  that  a  recent 
Attorney  General's  opinion  allows  the  State  of  Montana  to  avoid  paying  the  health 
insurance  benefits  of  elected  county  officials.  The  LFA  current  level  budget 
includes  health  insurance  benefits  because:  1)  the  1987  legislature  explicitly 
funded  100  percent  of  the  assessors'  health  insurance;  and  2)  the  assessors, 
although  elected  county  officials,  are  also  defined  as  agents  of  the  state  in 
Section  15-8-102,  MCA. 

ISSUE  9:     COUNTY  COMPUTER  FUNDING 

The  executive  budget  includes  $130,000  more  general  fund  in  the  1991 
biennium  because  LFA  current  level  reduced  county  computer  funding  in  the 
Property  Assessment  Division  to  the  fiscal  1989  appropriated  level.  The  executive 
budget  includes  $145,000  annually  for  county  computer  funding  while  LFA  current 
level  includes  $80,000  annually.  The  1987  legislature  appropriated  county 
computer  funding  at  $130,000  for  fiscal  1988  and  $80,000  for  fiscal  1989. 

ISSUE  10:     LFA  FTE  REDUCTIONS 

LFA  current  level  deletes  7.67  FTE  in  two  divisions  that  are  not  deleted  in 
the  executive  budget.  Three  FTE  are  reduced  from  the  Income  and  Miscellaneous 
Tax  Division  and  4.67  FTE  are  deleted  from  the  Data  Processing  Division. 

The  3.00  FTE  reductions  in  the  Income  and  Miscellaneous  Tax  Division  were 
made  to  accommodate  the  department's  request  for  substantially  higher  operating 
expenses  in  the  1991  biennium  than  the  department  spent  in  fiscal  1988.  The 
executive    budget    retains    the   FTE   and    funds    the    higher    operating   costs.      The 
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reduction  results  in  LFA  current  level  including  $128,302  less  general  fund  in  the 
1991  biennium  than  the  executive  budget. 

The  4.67  FTE  reductions  in  the  Data  Processing  Division  were  made  because 
these  positions  were  funded  with  a  supplemental  appropriation  for  House  Bill  436, 
the  law  passed  by  the  1987  legislature  requiring  annual  sales  assessment  ratio 
studies.  The  department  was  authorized  additional  staff  and  ftmding  in  fiscal 
1989  for  this  study.  Because  the  law  required  the  study  to  begin  with  tax  year 
1988,  the  department  proceeded  to  work  in  fiscal  1988.  No  new  positions  were 
added  in  fiscal  1988  for  this  study,  but  requested  supplemental  funding  was 
received  to  pay  for  current  level  personal  services  and  operating  expenses  related 
to  the  sales  assessment  study.  The  supplemental  funding  is  not  continued  into 
the  1991  biennivim;  therefore,  LFA  current  level  deletes  the  FTE  paid  from 
supplemental  funding.  This  FTE  deletion  results  in  $114,307  less  general  fund 
and  $175,857  less  total  funds  in  LFA  current  level  than  the  executive  budget. 

ISSUE  11:     OTHER  OPERATING  DIFFERENCES 

After  considering  the  operating  base  differences  discussed  in  Issues  5,  6, 
and  9,  the  executive  budget  includes  $507,026  more  general  fiuid  and  $641,784 
more  total  funds  due  to  operating  expense  additions  than  included  in  LFA  current 
level.     The  adjustments  are  spread  over  all  operating  expense  areas. 

ISSUE  12:     INFLATION 

LFA  current  level  includes  approximately  $40,000  more  inflation  in  the  1991 
biennium  than  included  in  the  executive  budget. 

ISSUE  13:     EQUIPMENT 

The  LFA  current  level  had  $157,518  more  equipment  than  the  executive 
budget. 
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Actual 

Appropriated 

-  -  -  Current 

Level  

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item* 

1988 
7-^9.67 

1989 

1990 
735.00 

1991 
735.00 

Biennium 

F.T.E. 

759.67 

(14.67) 

Personal  Services 

SlB.tZO.Zl? 

$16,551,633 

$16,191,281 

$16,221,882 

!.<♦<♦ 

Operating  Expenses 

'i,5'V4,06'i 

^,519, 098 

3,956,067 

3,752,997 

114.94) 

Equipment 

625,323 

227,073 

208,104 

159.364 

(56.89) 

Total  Operating  Costs 
Non-Operating  Costs 


$20,589,604 
31,557 


$21,277,804 
196,000 


$20,555,452 
205,884 


$20,134,243 
205,884 


(3.29) 
81.75 


Total  Expenditures 
Fund  Sources 


$20,621,161 


$21,472,804     $20,561,336 


$20,340,127 


(feneral  Fund 
State  Special 
Federal  Revenue 
Proprietary  Funds 


7,085,922 

$17,559,972 

$17,275,784 

$17,109,681 

(0.75) 

1,211,081 

1,186,842 

1,195,007 

1,181,263 

(0.90) 

1,586,231 

1,955,688 

1,327,916 

1,514,840 

(25.59) 

737,927 

770,302 

762,629 

754,345 

(0.75) 

Total  Funds 


•Does  not  include  Liquor  Division  expenditures  l>ecause  the  legislature  appropriates  Liquor  Division 
expenditures  with  boilerplate  language  rather  than  specific  line  items. 


Program  Description 

The  Department  of  Revenue  is  responsible  for  the  collection  and  enforcement 
of  approximately  31  state  taxes  and  fees.  It  is  also  responsible  for  regulating  the 
sale  and  distribution  of  alcoholic  beverages  in  Montana.  The  department  is 
organized  into  the  Director's  Office  and  eight  operating  divisions.  The  Liquor 
Division  is  not  reflected  in  the  agency  main  table. 

Budget 

The  1991  biennium  budget  deletes  supplemental  funding  reflected  in  fiscal 
1988  in  the  main  table.  The  supplementals  approved  for  the  department  and  the 
1991  biennium  deletions  are  described  in  the  two  sections  below.  The  current 
level  budget  is  described  in  the  section  following  the  supplemental  discussion. 

Sales  Assessment  Study  Supplemental 

House  BiU  436  passed  by  the  1987  legislature  directs  the  Department  of 
Revenue  to  perform  annual  sales  assessment  ratio  studies  "beginning  January  1, 
1988  and  every  taxable  year  thereafter."  The  1987  legislature  appropriated 
$500,789  from  the  Education  Trust  Fund  and  15.00  temporary  FTE  in  fiscal  1989 
only  to  implement  House  BiU  436.     In  order  to  meet  the  statutory  requirements  of 
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performing   the   study  beginning  with   tax   year   1988,    the   department  implemented 
the  study  in  fiscal  year  1988. 

The  department  expended  $265,503  to  perform  the  sales  assessment  ratio 
study  in  fiscal  1988.  Expenses  were  incurred  in  the  Data  Processing  Division 
($87,755)  and  the  Property  Assessment  Division  ($177,748).  The  Governor 
approved  a  supplemental  appropriation  request  to  cover  these  expenditures. 
Although  additional  staff  were  authorized  for  the  study,  no  additional  positions 
were  added  in  fiscal  1988.  Approximately  5.67  current  level  FTE  used  to  meet 
the  additional  workload  were  paid  with  the  supplemental  appropriation.  Table  1 
below  shows  the  expenditure  by  division  for  fiscal  1988.  Although  the  sales 
assessment  ratio  study  is  an  annual  requirement,  the  current  level  budget  does 
not  include  the  FTE  and  the  expenditures  shown  in  Table  1  because  the  Education 
Trust  Fund  was  not  considered  a  long- term  funding  source  for  this  function. 

Table  1 

House  Bill  436  Expenditures  by  Division 

Department  of  Revenue 

Fiscal  1988 


Item 

Data 
Processing 

Property 
Assessment 

Department 
Total 

FTE 

4.67 

1.00 

5.67 

Personal  Services 
Operating  Expenses 

$85,755 
2.000 

$  20,300 
157.448 

$106,055 
159.448 

Total  Costs 

l§?i?ii 

UlUU^ 

|2|5.5Q3 

The  department  has  included  7.00  FTE  and  approximately  $300,000  general 
fund  each  year  of  the  biennium  as  a  modified  budget  request  to  perform  the 
annual  sales  assessment  ratio  study.  The  request  is  divided  between  the  Data 
Processing  Division  (6.00  FTE  and  $115,000  annually)  and  the  Property 
Assessment  Division  (1.00  FTE  and  $185,000  annually). 

Railroad  Litigation  Supplemental 

The  1987  legislature  authorized  $60,000  general  fund  annually  for  the 
department  to  deal  with  legal  issues  arising  under  federal  nondiscriminatory 
taxation  acts  such  as  the  Tax  Equity  and  Fiscal  Responsibility  Act,  the  Railroad 
Revitalization  and  Regulatory  Reform  Act,  and  any  subsequent  federal  legislation 
that  directs  the  state  to  take  a  nondiscriminatory  posture  in  the  taxation  of 
entities  doing  business  within  the  state.  The  appropriation  was  limited  to 
attorney  fees,  expert  witnesses,  and  extraordinary  expenses  associated  solely 
with  resolving  disputes  related  to  such  legal  issues. 

In  fiscal  1988,  the  department  (Property  Assessment  Division)  expended 
$76,700  on  railroad  litigation  expenses.  The  Governor  approved  a  supplemental 
appropriation  request  to  move  $16,700  of  the  fiscal  1989  appropriation  to  fiscal 
1988  to  cover  fiscal  1988  expenditures. 
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The  supplemental  expenditures  were  removed  from  the  fiscal  1988  operating 
base  in  the  Property  Assessment  Division.  The  current  level  budget  includes 
$57,000  in  fiscal  1990  and  $56,500  in  fiscal  1991  for  railroad  litigation  expenses. 
The  legislature  may  want  to  consider  line- iteming  these  expenditures  as  was  done 
by  the  1987  legislature. 

Current  Level 

The  current  level  budget  provides  the  Department  of  Revenue  a  3.3  percent 
decrease  in  total  operating  costs  and  an  81.8  percent  increase  in  non-operating 
costs  resulting  in  an  overall  2.8  percent  decrease  in  the  1991  biennium. 

Full-time  equivalent  positions  are  budgeted  to  decrease  14.67  FTE  from  fiscal 
1988  to  fiscal  1990  due  to  6.00  FTE  being  deleted  by  the  agency  (3.00  in  the  Data 
Processing  Division  and  3.00  in  the  Property  Assessment  Division),  5.67  FTE 
being  deleted  (4.67  in  the  Data  Processing  Division  and  1.00  in  the  Property 
Assessment  Division)  because  the  positions  were  fiuided  from  the  department's 
supplemental  appropriation  in  fiscal  1988,  and  3.00  FTE  deleted  in  the  Income  and 
Miscellaneous  Tax  Division  in  order  to  accommodate  the  department's  request  for 
substantially  higher  operating  costs  in  the  1991  biennium. 

Personal  services  increase  1.4  percent  due  primarily  to  the  vacancy  savings 
difference  between  fiscal  1988  actual  and  budgeted  for  fiscal  1990  and  1991.  The 
actual  vacancy  savings  rate  experienced  by  the  department  in  fiscal  1988  was 
approximately  9.2  percent  overall.  For  the  1991  biennium,  the  department 
average  vacancy  savings  rate  applied  is  3.5  percent.  Another  factor  contributing 
to  the  1991  biennium  increase  is  that  the  current  level  budget  records  all 
compensation  for  the  assessors  and  deputy  assessors  as  personal  services,  rather 
than  recording  some  of  the  salaries  as  operating  expenses  as  was  done  in  fiscal 
1988. 

Operating  expenses  are  budgeted  to  decrease  14.9  percent  due  to  several 
offsetting  increases  and  decreases,  resulting  in  an  overall  decrease.  Operating 
expenses  increase  $118,167  from  fiscal  1988  to  fiscal  1990  due  to  higher  audit  and 
insurance  costs;  $149,582  due  to  higher  computer  processing  costs,  primarily  in 
the  Income  and  Miscellaneous  Tax  Division;  and  approximately  $165,000  due  to 
higher  other  costs.  The  increases  are  offset  by  the  following  decreases: 
$398,617  was  deleted  due  to  the  current  level  budget  recording  all  the  salaries  for 
assessors  and  deputy  assessors  as  personal  services,  rather  than  some  of  the 
salaries  being  recorded  as  operating  expenses  as  was  done  in  fiscal  1988;  $172,283 
of  operating  expenses  which  were  funded  from  supplemental  funding  in  fiscal  1988 
are  not  included  in  the  1991  biennium  current  level  budget;  $77,449  was  removed 
due  to  several  divisions  utilizing  excess  vacancy  savings  to  expand  their 
operating  base;  approximately  $150,000  was  removed  due  to  agency- wide  deflation, 
primarily  reduced  computer  processing  fees;  $65,000  was  removed  to  put  county 
computer  support  payments  at  the  fiscal  1989  appropriated  level;  $28,650  of 
one-time  costs  were  removed;  and  approximately  $28,000  of  other  operating 
expenses  were  removed  for  miscellaneous  reasons. 

Eqxdpment  expenditures  are  budgeted  to  decrease   56.9   percent  in   the   1991 

biennium.      The  agency  expended  $473,391  more  for  equipment  than  authorized  by 

the    1987    legislature.      This    was  possible    due    to    higher    vacancy    savings    than 
budgeted. 
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Non- operating  costs  in  fiscal  1988  included  $23,505  for  pass- through  funds  to 
local  governments  for  medicaid  fraud  investigation  and  child  support  enforcement 
reimbursement;  $50,000  is  included  for  this  purpose  each  year  of  the  1991 
biennium.  Other  non- operating  costs  in  fiscal  1988  included  $8,052  in  the  Natural 
Resources  and  Corporation  Tax  Division  for  the  transfer  of  excess  oil  and  gas 
county  distribution  funds  from  the  general  fund  to  the  state  special  revenue  fund 
for  distribution  to  the  counties.  The  agency  received  administrative  appropriation 
authority  for  this  transfer  in  fiscal  1988.  This  transfer  is  not  included  as  a 
line-item  in  the  1991  biennium;  however,  the  legislature  may  want  to  consider 
boilerplate  language  authorizing  this  transfer.  The  remaining  $155,884  each  year 
of  the  1991  biennium  is  for  debt  service  payments  on  computer  equipment 
purchased  for  the  Property  Assessment  Division. 

Funding 

General  fund  supports  all  or  a  portion  of  every  program  in  the  department 
except  for  the  Motor  Fuels  Division.  General  fund  is  budgeted  to  decrease  0.75 
percent  in  the  1991  biennium. 

State  special  revenue  Includes  highway  special  revenue,  video  poker  license 
fees  allocated  for  the  investigation  function,  unclaimed  property  proceeds, 
cigarette  enforcement  funds,  nongame  wildlife  checkoff  funds,  oil  and  gas  special 
revenue,  and  the  state  lands  resource  development  account.  These  funds  are 
budgeted  to  decrease  0.90  percent  in  the  1991  biennium.  State  special  revenues 
are  budgeted  in  the  Director's  Office,  the  Investigations  and  Enforcement 
Division,  the  Income  and  Miscellaneous  Tax  Division,  the  Natural  Resources  and 
Corporate  Tax  Division,  and  the  Motor  Fuels  Division. 

Federal  funds  include  child  support  enforcement  funds,  medicaid  and  welfare 
fraud  investigation  funds,  and  federal  royalty  audit  funds.  These  funds  are  used 
in  the  Centralized  Services  Division,  the  Investigations  and  Enforcement  Division, 
and  the  Natural  Resources  and  Corporation  Tax  Division.  Federal  funds  are 
budgeted  to  decrease  25.4  percent  in  the  1991  biennium. 

Proprietary  funds  are  Liquor  Division  funds  and  are  used  to  support  a 
portion  of  the  Director's  Office  and  Office  of  Legal  Affairs,  the  Data  Processing 
Division,  and  the  Investigations  and  Enforcement  Division. 

DIRECTOR'S  OFFICE 

The  Director's  Office  of  the  Department  of  Revenue  is  presented  in  two 
secM'.ns:  The  Director's  Office,  responsible  for  the  department's  administration, 
and  the  Office  of  Legal  Affairs.  The  budgets  are  presented  separately  and  the 
appropriations  are  separate. 
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DIRECTOR'S  OFFICE 

Actual 

Appropriated 

-   -   -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budyet  Item 
F.T.E. 

1988 

1989 

1990 

1991 

Biennium 

7.50 

8.50 

7.50 

7.50 

0.00 

Personal   Services 

$256,402 

$284,689 

$255,457 

$256,335 
125,169^ 

(5.41 ) 

Operating   Expenses 

117,111 

206,929 

230,512 

9.76 

Equipment 

Total  Expenditures 

5,359 

-0- 

-0- 

=0- 

(100.00) 

$378,872 

$491,618 

$485,969 

======== 

$381,504 

_.L?i55i 

Fund  Sources 

General   Fund 

$296,878 

$365,475 

$376,990 

V^299;sd>W 

2.14 

State  Special 

81,994 

95,213 

82,000 

^-BZTOBO 

(7.45) 

-0- 

30,932 

26,979 
$485,969 

-0- 

(12.78) 

Total   Funds 

$378,872 

======== 

$381,504 

__(^0^352 

Program  Description 

The  Director's  Office  provides  management  control,  coordination  of  policy 
direction,  strategic  planning,  and  personnel  services  that  assist  the  tax  programs 
in  carrying  out  their  respective  collection  and  enforcement  responsibilities. 

Budget 

The  current  level  provides  a  0.35  percent  decrease  in  the  1991  biennium 
from  the  1989  biennium.  Personal  services  decrease  5.4  percent  due  to  1.00  FTE 
budgeted  in  this  program  in  the  current  biennium  being  transferred  to  the  Data 
Processing  Division  in  fiscal  1988  and  in  the  1991  biennium.  Actual  vacancy 
savings  was  10.3  percent;  4.0  percent  is  included  in  the  current  level  budget  in 
the  1991  biennium. 

Operating  expenses  show  a  9.8  percent  increase.  This  increase  is  due  to 
increased  insurance  costs  in  the  1991  biennium.  Department  insurance  costs  in 
fiscal  1988  were  $39,526;  in  fiscal  1990  the  cost  increases  to  $78,899;  and  in  fiscal 
1991  the  cost  is  $81,362.  In  fiscal  1988,  the  department  expended  $29,125  of  a 
biennial  $123,730  audit  appropriation.  Total  audit  costs  decrease  $15,811; 
however,  because  biennial  audit  costs  are  budgeted  in  the  first  year  of  each 
biennium,  the  expenditure  increase  between  fiscal  1988  actual  and  fiscal  1990 
budgeted  is  $78,794. 

The  Director's  Office  fiscal  1988  travel  expenditures  exceeded  its  budget  by 
$8,065.  Travel  expenditures  were  reduced  by  this  amount  in  the  1991  biennium 
current  level  budget. 

No  equipment  was  requested  for  the  Director's  Office. 


A-133 


DEPARTMENT  OF  REVENUE 
Page  6 


Funding 


The  Director's  Office  is  funded  from  general  fund,  a  portion  of  the  Highways 
Special  Revenue  account,  and  Liquor  Division  proprietary  funds.  The  Highways 
Special  Revenue  is  allocated  to  the  Director's  office  to  pay  for  administrative  costs 
incurred  on  behalf  of  the  Motor  Fuels  Tax  Division.  The  Liquor  Division  funding 
is  used  to  pay  a  portion  of  the  legislative  audit  costs. 


DIRECTOR'S 

OFFICE  - 

LEGAL  AFFAIRS 

Actual 

Appropriated 

-  -   -  Current  Level   -   -   - 

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

7.00 

6.50 

7.00 

7.00 

0.00 

Personal  Services 

$222,138 

$235,390 

$238,126 

$238,313 

4.13 

Operating  Expenses 

33,024 

31,559 

31,156 

31,096 

(3.61) 

Equipment 

10,887 

700 

3,000 

3,000 

(48.22) 

Total  Expenditures 

$266,049 

======== 

$267,649 

iiiiim 

$272,409 

======== 

._2i?6_ 

Fund  Sources 

General  Fund 

$218,179 

$219,049 

$222,282 

$222,409 

1.71 

Proprietary  Funds 

47,870 

48,600 

50,000 

50,000 

3.66 

Total  Funds 

$266,049 

$267,649 

======== 

$272,282 

$272,409 

======== 

__2^06_ 

Program  Description 

The  Office  of  Legal  Affairs  provides  legal  representation  and  other  legal 
services  to  the  director  and  the  eight  divisions  of  the  department,  especially  the 
tax  administering  divisions.  The  office  handles  a  large  number  of  tax  appeals 
before  the  State  Tax  Appeal  Board  as  well  as  state  courts.  The  major  activities 
of  the  office  consist  of  litigation  preparation,  legal  research,  and  writing  legal 
opinions  and  briefs. 

Budget 

The  current  level  budget  provides  a  2.1  percent  increase  in  the  1991 
biennium  from  the  1989  biennium.  Personal  services  are  budgeted  to  increase 
4.1  percent  due  to  the  0.50  FTE  transferred  into  this  program  from  the 
Centralized  Services  Division.  This  position  was  transferred  into  this  program  in 
fiscal  1988;  the  0.50  FTE  is  also  budgeted  for  this  program  in  the  1991  biennium. 
Another  factor  contributing  to  the  4.1  percent  personal  services  increase  is  that 
the  actual  vacancy  savings  rate  in  fiscal  1988  was  12.75  percent  while  4  percent 
is  budgeted  in  the  1991  biennium. 

Operating  expenses  are  budgeted  to  decrease  3.6  percent  in  the  1991  bien- 
nium.    The  Office   of  Legal  Affairs  expended  $1,629   more  in   operating  expenses 
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than  budgeted.  This  was  possible  due  to  the  high  vacancy  savings.  Because  all 
positions  are  budgeted  for  the  1991  biennium,  operating  expenses  were  reduced 
by  $1,629. 

The  equipment  budget  includes  $3,000  annually  for  replacing  aging  computer 
eqmpment. 

Funding 

The   Office   of   Legal  Affairs   is   funded  from  general  fund  and  an   allocation 
from  the  Liquor  Division  proprietary  fund. 


CENTRALIZED  SERVICES 

DIVISION 

Actual 

Appropriated 

Current 

Level   

X  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

Z't.O't 

35.27 

35.27 

35.27 

1.23 

Personal  Services 

$693,286 

$747,187 

$715,710 

$717,498 

(0.50) 

Operating  Expenses 

124,350 

142,076 

120,643 

117,483 

(10.62) 

Equipment 

37,078 

4,103 

9,000 

6,000 

(63.58) 

Total  Expenditures 

$85't,71<f 

======== 

$893,366 

======== 

$845,353 

$840,981 

_Lh51i 

Fund  Sources 

General  Fund 

$848,114 

$886,766 

$838,753 

$834,381 

(3.56) 

Federal  Revenue 

6,600 

6,600 

6,600 

6,600 

0.00 

Total  Funds 

$854,714 

======== 

$893,366 

!?5§>?§1 

$840,981 

_(.5^532 

Program  Description 

The  Centralized  Services  Division  provides  support  services  to  all  department 
divisions.  In  addition,  the  division  provides  bad  debt  collection  and  write-off 
services  for  all  state  agencies  and  administers  the  beer  and  wine  tax  statutes 
regarding  department  tax  collections. 

Budget 

The  Centralized  Services  Division's  1991  biennium  current  level  budget 
decreases  3.5  percent  from  the  current  biennium. 

Personal  services  decrease  0.5  percent  from  the  1989  biennium  to  the  1991 
biennium.  The  decrease  is  due  to  personal  services  appropriated  in  fiscal  1989 
being  much  higher  than  expended  in  fiscal  1988  or  requested  in  the  1991 
biennium.  Position  downgrades  and  turnover  resulted  in  fewer  personal  services 
funds  being  necessary.  The  increase  from  fiscal  1988  actual  personal  services  to 
the  current  level  1991  biennium  results  from  vacancy  savings.     The  actual  fiscal 
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1988  vacancy  savings  rate  was  7.18  percent  while  the  current  level  budget 
includes  4  percent  in  the  1991  biennium.  Another  factor  contributing  towards  the 
increase  from  fiscal  1988  to  fiscal  1990  is  the  FTE  increase  in  fiscal  1988.  The 
division  was  authorized  35.27  FTE.  The  department  transferred  a  net  1.23  FTE 
out  of  this  program  to  other  divisions.  For  the  1991  biennium  1.23  FTE  are 
transferred  back  to  this  division. 

Operating  expenses  decrease  10.6  percent  in  the  1991  biennimn.  One-time 
consulting  and  professional  services  for  $7,520  is  removed.  Anticipated  computer 
processing  rate  reductions  result  in  a  $8,400  decrease  in  fiscal  1990  and  a  $11,664 
decrease  in  fiscal  1991.  Base  increases  include  $7,000  annually  for  increased 
computer  processing  reqviirements  for  the  division's  revenue  control  system.  The 
revenue  control  system  records  the  receipt  and  movement  of  all  cash  received  by 
the  department.  The  department's  other  automated  systems  (accounts  receivable 
and  automated  tax  systems)  will  become  fully  integrated  with  the  revenue  control 
system  in  fiscal  1989.  Other  base  increases  are  $2,231  annually  for  on-line  SBAS 
fees  and  other  computer  related  expenses,  $2,520  annually  for  increased  travel, 
and  $1,343  in  fiscal  1990  and  $1,412  in  fiscal  1991  for  increased  rent. 

Equipment  expenditures  include  $3,000  in  fiscal  1990  for  a  used  van  and 
$6,000  for  two  computers  each  year,  which  fund  the  division's  top  two  priority 
equipment  items. 

Funding 

The  Centralized  Services  Division  is  funded  from  general  fund  and  federal 
child  support  funds.  The  federal  funds  are  used  to  reimburse  for  administrative 
costs  incurred  on  behalf  of  the  child  support  enforcement  program. 
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DATA  PROCESSING 

DIVISION 

Actual 

Appropriated 

-  -   -  Current 

Level   

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
54.33 

1989 

1990 
45.83 

1991 
45.83 

Biennium 

F.T.E. 

52.50 

(8.50) 

Personal  Services 

$1,219,269 

$1,227,558 

$1,158,607 

$1,160,612 

(5.21) 

Operating  Expenses 

203,284 

202,186 

174,905 

172,200 

(14.39) 

Equipment 

-0- 

-0- 

2,860 

$1,336,372 

========== 

3,125 
$1,335,937 

0.00 

Total  Expenditures 

$1,422,553 

========== 

$1,429,524 

_J,6^302 

Fund  Sources 

General   Fund 

$     914,094 

$1,007,144 

$     911,372 

S      910,937 

(5.15) 

Federal   and  Other   Revenue 

87,755 

-0- 

-0- 

-0- 

(100.00) 

Proprietary  Funds 

420,704 

$1,422,553 
========== 

422,380 

425,000 
$1,336,372 

425,000 

$1,335,957 

========== 

0.82 

Total  Funds 

$1,429,524 

__L^i5?i 

Program  Descriptioii 

The  Data  Processing  Division  provides  automated  data  and  word  processing 
services,  detailed  systems  requirements  analysis,  systems  development  and 
maintenance  services,  data  entry  services,  computer  operation  support  services, 
technical  support  for  departmental  and  personal  computers,  and  research  services 
relating  to  tax  policy,  revenue  estimating,  and  Montana  tax  laws. 

Budget 

The  1991  biennium  current  level  budget  provides  a  6.3  percent  decrease  from 
the  1989  biennium.  The  expenditure  decrease  is  attributable  to  $87,755  of 
supplemental  expenditures  expended  in  fiscal  1988  being  removed  from  the  1991 
current  level  budget.  Reductions  also  occur  due  to  FTE  and  operating  expense 
savings  resulting  from  implementing  a  new  computer  system  in  the  Property 
Assessment  Division. 

Full-time  equivalent  positions  decrease  8.50  FTE  from  the  actual  fiscal  1988 
level.  The  division  was  authorized  52.50  FTE  in  the  1989  biennium.  The  division 
FTE  changes  from  the  fiscal  1988  legislative  authorization  to  the  1991  biennium 
current  level  budget  is  illustrated  in  Table  2. 
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Table  2 

FTE  Changes  in  Data  Processing  Division 

Fiscal  1988  and  the  1991  Biennium 


FTE 

Fiscal  1988  Legislative  Authorization  52.50 

Fiscal  1988  Transfers  In/(Out): 

From  Director's  Office  1.00 

From  Centralized  Services  Division  1.00 

To  Centralized  Services  Division  (0.17) 

Net  Transfer  In  1.83 

Actual  Fiscal  1988  FTE  54.33 

1991  Biennium  Transfers  In/(Out): 
To  Centralized  Services  Division  (1.00) 

From  Income  Tax  Division  0.17 

Net  Transfer  Out  (0.83) 

1991  Biennium  Position  Additions/ ( Deletions ) : 
Deleted  by  Agency 
Deleted  by  LFA 

Net  Position  Deletions 

1991  Biennium  Current  Level  FTE 


Three  FTE  deleted  by  the  agency  are  due  to  the  decreased  need  for  data 
entry  personnel  resulting  from  installing  a  new  computer  system  in  the  Property 
Assessment  Division.  The  4.67  FTE  removed  by  the  LFA  are  positions  that  were 
funded  with  supplemental  funding  for  House  Bill  436,  the  legislation  passed  last 
session  requiring  annual  sales  ratio  assessment  studies. 

Personal  services  decrease  5.2  percent  because  of  the  FTE  reductions.  The 
personal  services  reduction  resulting  from  the  FTE  reductions,  approximately 
$150,000,  was  offset  by  approximately  $33,500  due  to  the  net  fiscal  impact  of 
eight  position  upgrades,  one  position  downgrade,  and  several  position  turnovers. 

Actual  fiscal  1988  base  operating  expenditures  were  reduced  $20,200  for 
computer  expenses  related  to  the  old  Property  Assessment  Division  computer 
system.  These  expenses  are  no  longer  needed  due  to  installing  the  new  computer 
system.  Computer  processing  charges  are  budgeted  to  decrease  approximately 
$8,000  in  fiscal  1990  and  $11,000  in  fiscal  1991  due  to  lower  processing  charges 
assessed  by  the  Information  Services  Division  (Department  of  Administration). 
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The  current  level  eqiiipment  budget  includes  funds  to  replace  worn  out  office 
chairs . 

Funding 

The  Data  Processing  Division  is  funded  from  general  fund  and  an  allocation 
from  the  Liquor  Division  proprietary  fund.  In  fiscal  1988,  the  division  received  a 
supplemental  appropriation  for  House  Bill  436.  The  fund  source  for  the  supple- 
mental, the  Education  Trust  Fund,  is  classified  in  the  table  as  Federal  and  Other 
Revenue.     This  funding  is  not  carried  into  the  1991  biennium. 

INVESTIGATION  AND  LEGAL  DIVISION 

This  division  is  divided  into  three  sections:  Administration,  Investigations, 
and  Child  Support.  The  budgets  for  these  areas  are  presented  separately  in  the 
following  three  tables.  The  legislature  appropriates  funds  for  these  programs 
separately . 


INVESTIGATION  AND  LEGAL  DIVISION  -  ADMINISTRATION 


Budget  Item 


F.T.E. 

Personal  Services 

Operating  Expenses 

Equipment 

Total  Expenditures 

Fund  Sources 

General  Fund 
State  Special 
Federal  Revenue 
Proprietary  Funds 

Total  Funds 


Actual 

Appropriated 

-  -  -  Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

1988 

1989 

1990 
2.00 

1991 
2.00 

Biennium 

2.00 

3.00 

0.00 

$84,0*9 

$115,752 

$67,195 

$67,319 

(32.68) 

6,063 

9,173 

7,242 

7,232 

(5.00) 

1,792 

-0- 

-0- 

-0- 

(100.00) 

$91,904 
======= 

$124,925 

$74,437 
======= 

$74,551 

±11:111 

$31,180 

$  50,470 

$21,226 

$21,810 

(47.29) 

5,336 

-0- 

11,714 

11,734 

339.43 

44,161 

55,716 

33,443 

32,941 

(33.53) 

11.227 

18,739 

8,054 

8,066 

(46.21) 

$91,904 

!12^I??5 

$74,437 

======= 

$74,551 

======= 

M\:lll 

Program  Description 

The  Investigation  and  Enforcement  Division  administers  the  criminal  and 
regulatory  investigative  functions  required  by  state  and  federal  statute  for 
alcoholic  beverage  control,  cigarette  tax  enforcement,  video  gaming  enforcement, 
public  assistance  fraud,  and  others.  The  division  also  administers  the  child 
support  enforcement  program.  The  Administration  Program  contains  the  division 
administrator  and  an  administrative  secretary. 
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Budget 


The  current  level  budget  provides  a  31.3  percent  decrease  in  the  1991 
biennium.  This  decrease  is  caused  by  transferring  1.00  FTE  to  the  Child 
Support  Enforcement  Bureau  and  reduced  operating  expenses. 

A  1.00  FTE  was  downgraded  and  transferred  to  the  Child  Support  Enforce- 
ment Bureau  in  fiscal  1988,  resulting  in  a  very  high  vacancy  savings  rate  for  this 
program  in  fiscal  1988.  After  adjusting  for  the  transfer,  the  vacancy  savings 
rate  experienced  in  fiscal  1988  was  0  percent.  A  4  percent  vacancy  savings  rate 
is  used  in  the  1991  biennium  at  the  agency's  request. 

The  division  also  underexpended  its  operating  expenditure  budget  by 
approximately  33  percent  in  fiscal  1988.  The  1991  biennium  current  level  request 
increases  slightly  over  fiscal  1988  expenditures  to  reflect  SBAS  on-line  entry  and 
edit  charges.     No  eqmpment  was  requested  for  this  program. 

Funding 

The  administration  program  is  funded  from  an  allocation  of  aU  the  funds  that 
support  the  other  programs  in  the  division,  including:  general  fund;  video  poker 
fees;  federal  child  support,  welfare  fraud,  and  medicaid  fraud  funds;  and  Liquor 
Division  proprietary  fxinds. 


INVESTIGATION  AND  LEGAL  DIVISION  -  INVESTIGATIONS 


Actual 

Appropriated 

-  -  -  Current 

Level  

X  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
19.00 

1989 

1990 
19.00 

1991 
19.00 

Biennium 

F.T.E. 

19.00 

0.00 

Personal  Services 

$452,573 

$<i80,531 

$492,122 

$492,155 

5.48 

Operating  Expenses 

120,950 

150,522 

112,581 

112,638 

(10.51 ) 

Equipment 

<f  1,867 

12.089 

26,987 

25,402 

(6.61) 

Total  Operating  Costs 
Non-Operating  Costs 


ToMl   Expenditures 
Fund  Sources 


$615,370 
1,904 


$625,142 
20,000 


$651,490 
15,000 


$628,195 
15,000 


1 

.71 

56 

.96 

2 

.32 

General  Fund 
State  Special 
Federal  Revenue 
Proprietary  Funds 


$  28,165 
225,174 
105,811 
258,126 


$  25,460 
258,548 
129,685 
249,651 


>  31,574 
235,651 
128,669 
252,596 


$  31,410 

17.46 

232,451 

0.55 

128,075 

9.02 

251,277 

(0.77) 

Total  Funds 


$645,142 


$646 ,490 
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Program  Description 


The  Investigations  Program  performs  the  criminal  and  regulatory  investiga- 
tive functions  required  by  state  and  federal  statute.  Specific  areas  of 
responsibility  are  alcoholic  beverage  control,  welfare  fraud  investigation,  video 
poker  investigations,  cigarette  tax  enforcement,  criminal  income  tax,  and  intra- 
departmental  investigation  as  well  as  special  investigation  when  required. 

Budget 

The  Investigations  Program  current  level  budget  provides  a  2.3  percent 
increase  in  the  1991  biennium.  Personal  services  increase  5.5  percent  due  to  four 
position  upgrades  authorized  by  the  Personnel  Division  (Department  of 
Administration)  due  to  career  ladder  advances.  Actual  fiscal  1988  vacancy  sav- 
ings was  4.1  percent;  4.0  percent  is  used  in  the  1991  biennium  current  level 
budget. 

Operating  expenses  in  fiscal  1988  were  $6,773  over  budget.  The  current 
level  budget  reduces  the  base  operating  expenses  to  the  fiscal  1988  appropriated 
level. 

The  current  level  equipment  budget  includes  $21,023  in  fiscal  1990  and 
$19,702  in  fiscal  1991  for  purchasing  two  vehicles  each  year.  In  addition,  $5,964 
is  included  in  fiscal  1990  and  $3,700  is  included  in  fiscal  1991  to  purchase 
computer  equipment. 

Non-operating  costs  include  federal  pass-through  funds  to  local  governments 
for  partial  reimbursement  of  prosecution  costs  relating  to  criminal  welfare  fraud 
cases  referred  by  the  Department  of  Revenue. 

Funding 

The  Investigations  Program  is  fxmded  from  several  sources,  including:  video 
poker  fees,  federal  welfare  and  medicaid  fraud  funds.  Liquor  Division  proprietary 
funds,  and  general  fund.  Federal  welfare  fraud  funds  pay  for  the  pass -through 
costs  to  local  governments  in  addition  to  an  allocation  of  the  Investigations 
Program  cost.  The  allocation  of  all  funds  used  to  pay  the  Investigations  Program 
cost  is  based  on  the  allocation  used  by  the  1987  legislature. 
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INVESTIGATIONS 

AND  LEGAL 

DIVISION  - 

CHILD  SUPPORT  ENFORCEMENT 

Actual 

Appropriated 

-    -   -  Current 

Level   

■/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

51.00 

50.00 

51.00 

51.00 

0.00 

Personal   Services 

Sl,lZ9,<t73 

$1,086,307 

$1,122,471 

$1,125,140 

1.44 

Operating   Expenses 

400,863 

376,984 

356  ,446 

347,926 

(9.45) 

Equipment 

15,175 
$1,543,511 

-0- 

12.301 
$1,491,218 

-0- 

(6.63) 

Total  Operating   Costs 

$1,463,291 

$1,473,066 

( 1.41  1 

Non-Operating  Costs 

21,601 

175,000 

35.000 

35,000 

(64.39) 

Total  Expenditures 

$1,565,112 

========== 

$1,638,291 
========== 

$1,526,218 

========== 

n^mm 

.L5l28J 

Fund  Sources 

General  Fund 

$     488,880 

$     497,519 

$     507.014 

$     500,842 

2.18 

Federal   Revenue 

1,076,232 

1,140,772 

1.019,204 

1,007,224 

(8.60) 

Total  Funds 

$1,565,112 

========== 

tkii§ll?l 

!h§?§i?l§ 

$1,508,066 

-L5l?§i 

Program  Description 

The  Child  Support  Enforcement  Bureau  was  created  for  the  purpose  of 
establishing,  enforcing,  and  collecting  support  obligations  owed  by  absent  parents 
to  their  children  and  the  spouses  with  whom  such  children  are  living.  The  Child 
Support  Enforcement  Bureau  generates  revenue  from  three  sources:  1)  recovered 
AFDC  funds  originally  paid  out  by  the  State  of  Montana;  2)  federal  incentives 
paid  to  states  for  operating  a  cost  effective  program;  and  3)  fees  generated  in 
non-AFDC  cases. 

Budget 

The  Child  Support  Enforcement  Bureau  current  level  budget  provides  a  5.3 
percent  decrease  in  the  1991  biennium  due  to  current  level  decreases  in  operating 
and  ))  on -operating  costs  and  reduced  equipment  expenditures. 

The  personal  services  budget  increases  1.4  percent  in  the  1991  biennium. 
One  FTE  was  transferred  into  this  program  from  the  Administration  Program  in 
fiscal  1988.  Actual  vacancy  savings  in  this  program  in  fiscal  1988  was  2.7 
percent  which  is  the  amount  used  in  the  1991  biennium  current  level  budget. 

Operating  expenses  decrease  9.5  percent  in  the  1991  biennium.  In  fiscal 
1988,  the  division  expended  $26,541,  or  7  percent  more  in  operating  expenses 
than  was  budgeted  by  the  1987  legislature.  Base  operating  expenses  were  reduced 
$26,000  before  including  any  adjustments  for  the  1991  biennium.  Deflation  in 
communications  and  data  processing  removes  approximately  $30,900  from  base  level 
expenditures.  Base  increases  included  for  the  1991  biennium  were  $5,230  in  fiscal 
1990  and  $6,322  in  fiscal  1991  for  higher  microfilming  and  printing  costs;   $806  in 
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fiscal  1990  and  $2,148  in  fiscal  1991  for  higher  supplies;  $4,641  in  fiscal  1990  and 
$4,766  in  fiscal  1991  for  higher  postage  costs,  and  $500  annually  for  higher 
vehicle  maintenance  costs. 

The  agency  requested  $12,301  for  office  equipment  for  its  Helena  and 
regional  offices  which  is  included  in  the  current  level  budget  for  the  1991 
biennium . 

Non- operating  costs  include  federal  pass -through  funds  to  local  county 
attorney  offices.  The  agency  requested  $35,000  annually  for  these  funds,  or  a 
64.4  percent  decrease  from  the  current  biennium.  The  agency  indicated  that 
federal  time  and  operational  constraints  included  in  its  new  contracts  may  result 
in  fewer  funds  being  needed. 

Funding 

The  Child  Support  Enforcement  Bureau  is  funded  from  federal  child  support 
enforcement  fluids  and  state  general  fund.  The  federal  ftinds  require  a  34 
percent  general  fund  match.  The  matching  requirements  increase  from  32  percent 
to  34  percent  effective  October  1,   1989. 

LIQUOR  DIVISION 

Program  Description 

The  Liquor  Division  administers  the  statutes  relating  to  the  control,  sale  and 
distribution  of  alcoholic  beverages  and  the  licensing  of  manufacturers,  wholesalers 
and  retailers  of  alcoholic  beverages. 

Budget 

For  the  past  several  sessions,  the  legislature  has  not  appropriated  the 
Liquor  Division's  budget  by  specific  line-item,  but  has  given  authority  in  the 
general  appropriation  act  for  the  division  not  to  exceed  a  specific  operating  limit 
and  to  return  a  specified  profit  level.  The  general  appropriations  act  from  the 
1987  session  directed  the  division  to  attempt  to  return  at  least  10  percent  of  net 
sales  and  to  limit  operational  expenses  to  not  more  than  15  percent  of  net  sales. 
In  fiscal  1988,  the  Liquor  Division  incurred  $5,182,388  of  qualifying  operational 
expenses,  or  15.12  percent  of  net  sales.  The  division  earned  $3,785,922  net 
income  on  $34,263,803  of  net  sales,  or  11.05  percent. 
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REVENUE 

INCOME  AND 

MISCELLANEOUS 

TAX  DIVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

■/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 
F.T.E. 

1988 

1989 

1990 

1991 

Biennium 

105.55 

103.65 

105.15 

105.15 

(0.40) 

Personal   Services 

$2,068,365 

$2,176,998 

$2,201,182 

$2,205,600 

3.80 

Operating  Expenses 
Equipment 

1,019,398 
21,572 

1,062,265 
5,000 

1,061,581 
36,800 

1,023,555 
11,681 

0.17 
82.45 

Total  Expenditures 

$3,109,333 

========== 

$3,W^,263 

$3,299,563 

!5i?^?i§56 

..II^. 

Fund  Sources 

General   Fund 

$2,969,278 

$3,156,379 

$3,06<^,989 

$3,015,548 

t  0 .  74  ) 

State  Special 

140,055 
$3,109,333 

87,88<f 

$3,2<t4,263 
========== 

234, 57<* 

225,288 

101.75 

Total   Funds 

$3,299,563 

—IlVI. 

Program  Description 

The  Income  and  Miscellaneous  Tax  Division  administers  and  enforces  the 
Montana  personal  income  and  withholding  taxes,  which  includes  partnership 
returns,  fiduciary  and  trust  returns,  estimated  income  tax,  filing  extensions,  and 
elderly  homeowner/ renter  credit.  These  taxes  constitute  the  largest  payments  to 
the  general  fund.  The  distribution  of  the  taxes  is  58.2  percent  to  the  general 
fund,  31.8  percent  to  public  school  equalization,  and  10  percent  to  the  long-range 
building  program.  The  division  is  also  responsible  for  the  administration  of  17 
miscellaneous  taxes  and  licenses. 

Budget 

The  Income  and  Miscellaneous  Tax  Division's  current  level  budget  reflects  a 
2.9  percent  increase  in  the  1991  biennium.  Full-time  equivalent  positions  decrease 
0.40  FTE  from  fiscal  1988  actual  to  fiscal  1990.  The  1987  legislature  authorized 
103.65  FTE  in  this  program  for  the  1989  biennium.  In  fiscal  1988,  the  department 
added  2.00  FTE  relating  to  the  accommodations  tax  and  transferred  a  0.10  FTE  to 
the  Centralized  Services  Division.  In  its  1991  biennium  budget  request,  the 
Income  and  Miscellaneous  Tax  Division  transferred  another  0.40  FTE  to  other 
divisions,  and  transferred  in  3.00  FTE  field  auditors  from  the  Motor  Fuels 
Division,  resulting  in  a  request  of  108.15  FTE.  The  current  level  budget 
includes  105.15  FTE,  or  three  fewer  than  requested.  The  three  field  auditors 
transferred  in  from  the  Motor  Fuels  Division  are  included  in  the  current  level 
budget.  However,  3.00  other  FTE  were  removed  from  the  current  level  budget  to 
accommodate  the  division's  request  for  substantially  higher  operating  costs, 
primarily  computer  processing  costs,  related  to  its  accounts  receivable  and  income 
tax  systems.  The  3.00  FTE  removed  in  the  current  level  budget  were  vacant  all 
of  fiscal  year  1988. 
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The  Income  and  Miscellaneous  Tax  Division  experienced  10.7  percent  vacancy 
savings  in  fiscal  1988.  Excess  vacancy  savings  funds  were  used  in  this  division 
to  expand  its  operating  expenditure  base  and  to  purchase  equipment.  Excess 
funds  were  also  transferred  to  the  Property  Assessment  Division  to  purchase 
equipment  in  that  division.  The  current  level  budget  includes  4  percent  vacancy 
savings  in  the  1991  biennium. 

As  noted  above,  fiscal  1988  operating  costs  were  over  budget  by  $28,471,  or 
2.8  percent.  Base  operating  costs  were  reduced  $28,000  prior  to  including  1991 
biennium  adjustments  which  included  $142,582  annually  for  computer  processing 
costs  for  the  division's  accounts  receivable  and  income  tax  systems.  These 
systems  will  have  on-line  capabilities  allowing  the  staff  to  quickly  retrieve  and 
update  data  formerly  kept  in  paper  files.  The  on-line  capability  will  be 
operational  in  fiscal  1989  and  is  expected  to  increase  computer  processing 
charges.  Other  base  adjustments  include:  $5,000  annually  for  increased  postage 
costs  and  $11,059  in  increased  travel  costs  relating  to  the  three  field  auditors 
transferred  in  from  the  Motor  Fuels  Division.  The  motor  fuels  auditors'  travel 
costs  were  removed  from  the  Motor  Fuels  Division  budget.  Deflation  is  estimated 
to  reduce  base  operating  costs  approximately  $89,000  from  fiscal  1988  to  fiscal 
1990. 

The  current  level  budget  includes  $16,928  in  fiscal  1990  and  $16,407  in  fiscal 
1991  for  operating  costs,  primarily  postage  and  travel  costs,  relating  to  the 
accommodations  tax.  Actual  fiscal  1988  operating  expenditures  for  the 
accommodations  tax  were  $17,280  and  are  included  in  the  main  table.  All 
operating  costs  for  the  accommodations  tax  program  in  the  current  biennium  are 
statutorily  appropriated.  In  the  1991  biennium,  the  accommodations  tax  program 
costs  are  reqmred  to  be  determined  by  the  legislature. 

The  current  level  equipment  budget  includes  $17,304  in  fiscal  1990  and 
$9,000  in  fiscal  1991  for  a  total  of  three  vehicles;  $10,164  in  fiscal  1990  for  a 
laser  printer  to  use  with  the  accounts  receivable  system  and  accommodate  a  larger 
number  of  users  than  its  current  printer;  and  $9,332  in  fiscal  1990  and  $2,681  in 
fiscal  1991  for  office  equipment. 

Funding 

The  Income  and  Miscellaneous  Tax  Division  is  funded  from  several  sources, 
including:  general  fund,  unclaimed  property  funds,  nongame  wildlife  checkoff 
funds;  highways  special  revenue,  cigarette  enforcement  funds,  and  the 
accommodations  tax.  State  special  revenue  increases  because  the  current  level 
budget  funds  the  three  motor  fuels  field  auditors'  personal  services  and  travel 
costs  from  the  highways  special  revenue  account.  This  accoimt  was  not  a 
fiuiding  source  for  this  division  until  the  three  motor  fuels  auditors  were 
transferred  to  this  division. 
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NATURAL 

RESOURCES 

AND  CORPORATION  TAX 

DIVISION 

Actual 

Appropriated 

-   -   -  Current   Level   -   -   - 

■/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

35.00 

35.00 

35.00 

35.00 

0.00 

Personal  Services 

$      949,525 

$     958,073 

$      978,271 

$     982,143 

2.78 

Operating  Expenses 

SlB.O'iZ 

328,722 

536,870 

335,727 

3.99 

Equipment 

$1,315,814 

-0- 

7,500 
$1,322,641 

2,500 
$1,320,370 

(79.36) 

Total  Operating  Costs 

$1,286,795 

1.55 

Non-Operating  Costs 

8,052 

$1,323,866 

========== 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$1,286,795 

$1,322,641 

========== 

$1,320,370 
========== 

— li?*. 

Fund  Sources 

General  Fund 

$1,178,896 

$1,107,619 

$1,122,799 

$1,120,528 

(1.89) 

State  Special 

57,046 

57,048 

59,842 

59,842 

4.90 

Federal   Revenue 

87,924 

122,128 

140,000 

140,000 

33.30 

Total  Funds 

$1,323,866 

$1,286,795 

$1,322,641 

$1,320,370 
========== 

...IlI'*. 

Program  Description 

The  Natural  Resources  and  Corporation  Tax  Division  administers  17  different 
taxes,  including  corporate  license  tax,  oil  and  gas  severance  tax,  coal  severance 
tax,  metal  mines  tax,  gross  and  net  proceeds  tax,  electrical  energy  license  tax, 
and  the  resource  indemnity  trust  tax.  The  division  also  administers  the  state  and 
federal  royalty  audit  programs  related  to  mineral  production  on  state  and  federal 
land  in  Montana. 

Bufiget 

The  current  level  budget  provides  a  1.2  percent  increase  in  the  1991 
biennium  from  the  1989  biennium.  Personal  services  increase  2.8  percent  due  to 
six  position  upgrades  authorized  by  the  Department  of  Administration  Personnel 
Division  for  career  ladder  upgrades.  Actual  fiscal  1988  vacancy  savings  was  4.83 
percent;     4  percent  is  used  in  the  1991  biennium  current  level  budget. 

Operating  expenses  increase  4  percent  due  to  an  annual  $18,000  increase  in 
travel  included  in  the  current  level  budget.  This  travel  increase  is  for  the 
federal  royalty  audit  and  is  funded  from  federal  funds.  Office  rental  fees 
increase  approximately  $3,000  annually.  All  other  operating  costs  are  included  at 
the  fiscal  1988  expenditure  level. 

The  equipment  budget  includes  $7,500  in  fiscal  1990  and  $2,500  in  fiscal  1991 
for  office  equipment. 
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Non-operating  costs  in  fiscal  1988  were  for  the  transfer  of  oil  and  gas 
county  distribution  funds  from  the  general  fund  to  the  account  from  which  the 
transfer  is  made.  The  division  received  administrative  appropriation  authority  for 
this  transfer  in  fiscal  1988.  The  legislature  may  want  to  consider  adding 
boilerplate  language  authorizing  this  transfer  in  the  general  appropriations  act. 

Funding 

The  Natural  Resources  and  Corporate  Tax  Division  is  funded  from  general 
fund,  state  special  revenue,  and  federal  funds.  The  state  special  revenue 
includes  an  allocation  of  the  oil  and  gas  special  revenue  accoiint  and  the  state 
lands  resource  development  account.  The  federal  funds  include  federal  royalty 
audit  funds  and  are  used  to  support  3.00  FTE  and  operating  costs. 

General  fxind  is  budgeted  to  decrease  1.9  percent  in  the  1991  biennium. 

PROPERTY  ASSESSMENT  DIVISION 

The  Property  Assessment  Division  is  responsible  for  classifying  all  taxable 
property  (real  and  personal),  for  appraising  and  assessing  all  property  subject  to 
taxation,  and  for  equalizing  property  values  for  taxation  purposes.  It  accom- 
plishes this  by  employing  staff  in  every  county  in  Montana,  working  with 
locally -elected  county  assessors  (who  are,  by  statute,  agents  of  the  state),  and 
employing  administrative  and  support  staff  in  Helena. 

Approximately  90  percent  of  the  division's  staff  is  located  in  the  comity  field 
offices.  Staff  includes  the  elected  coiuvty  assessor,  deputy  assessor,  assessment 
staff,  appraisers,  and  appraiser  staff.  The  appraiser  and  appreiisal  staff  value 
all  real  property  in  each  county  and  send  the  real  property  market  values  to  the 
assessor.  The  assessor  and  assessor  staff  value  personal  property  and  calculate 
taxable  value  of  both  reed  and  personal  property  using  the  appropriate  class  tax 
rates.  The  listing  of  all  taxable  property  with  its  associated  taxable  value  is  the 
county  assessment  roll.  The  roll  is  developed  annually  and  is  used  by  the 
assessor  to  estimate  the  millage  rates  necessary  for  each  taxing  jurisdiction  in 
Montana.  Field  staff  also  respond  to  taxpayer  inquiries,  represent  the 
department  at  county  tax  appeal  hearings,  and  collect  sales  information. 

There  are  specialized  staff  based  in  Helena  that  contribute  expertise  and 
information  to  the  counties.  Two  Helena-based  appraisers  are  responsible  for  the 
appraisal  of  commercial  timberland  and  for  the  general  supervision  of  the  state- 
wide classification  and  valuation  of  agricultural  land.  There  are  also  industrial 
appinisers  in  Helena  that  are  responsible  for  appraising  the  real  and  personal 
property  for  major  industrial  sites  in  the  state.  In  addition,  there  are  staff  In 
Helena  that  annually  value  the  real  and  personal  property  for  companies  whose 
property  crosses  county  or  state  lines,  such  as  Burlington  Northern  or  Montana 
Power  Company.  The  field  offices  rely  upon  these  staff  to  provide  valuations  and 
any  related  changes  for  timberland,  industrial  or  inter- county  property. 

Finally,  there  are  administrative  and  technical  support  staff  in  Helena  that 
are  responsible  for  ensuring  the  efficient  and  effective  use  of  resources  to 
accomplish  the  division's  goals. 

State  statute  provides  that  real  property  shall  be  revalued  on  a  statewide 
basis  at  least  every  five  years.      (Personal  property  is  revalued  annutdly.)     The 

A-147 


DEPARTMENT  OF  REVENUE 
Page  20 

state  is  in  the  middle  of  its  third  reappraisal  cycle.  The  cycle  is  currently  set  to 
end  by  December  31,  1990.  An  issue  presented  later  in  the  division's  budget 
narrative  discusses  the  department's  two  year  extension  request.  If  the 
extension  is  approved,  the  third  reappraisal  cycle  would  end  December  31,   1992. 

New  Computer  Assisted  Mass  Appraisal  Ssnstem 

The  Property  Assessment  Division  utilizes  computer  capabilities  to  assist  in 
its  performance  of  the  cyclical  reappraisal  effort.  The  old  computer  system  used 
by  the  division  was  a  batch  system;  that  is,  the  data  collected  in  the  field  offices 
was  entered  onto  paper  data  collection  forms  and  then  shipped  or  mailed  to  Helena 
for  entry  onto  the  computer  by  data  entry  operators.  The  turnaround  time  for 
the  field  staff  to  receive  a  valuation  calculation  was  lengthy;  sometimes  several 
weeks  during  peak  periods  of  data  entry.  If  data  collection  errors  occurred,  the 
field  staff  would  have  to  become  reacquainted  with  the  file  and  make  appropriate 
changes  by  filling  out  another  paper  form,  send  it  into  Helena,  and  wait  for  the 
correction  to  be  returned  after  data  entry.  The  department  requested  permission 
from  the  1987  legislature  to  begin  converting  county  appraisal  offices  to  an 
on-line  system.  The  department  proposed  that  19  county  offices  be  converted  in 
the  1989  biennium  at  a  total  cost  of  $381,905.  The  1987  legislature  authorized  the 
department  to  begin  implementing  county  appraisal  office  automation. 

After  receiving  the  budget  modification,  the  department  hired  a  data 
processing  consultant  to  perform  a  computer  needs  assessment  and  present  a 
recommended  course  of  action.  The  consultant  identified  the  need  to  automate 
and  centralize  all  county  appraisal  and  assessment  offices.  The  consultant 
recommended  a  system  developed  by  in-house  staff  (an  additional  3.00  FTE)  and  a 
total  cost  over  four  years  of  $1.34  million.  Upon  receipt  of  the  consultant's 
report,  the  department  determined  the  proposed  system  would  be  inadequate  to 
meet  the  time  requirements  and  system  needs  of  the  division.  At  that  point,  the 
department  sought  solutions  from  other  sources.  Ultimately,  the  department  was 
directed  towards  private  compEinies  that  have  developed  computer  systems  which 
addressed  the  needs  of  the  department.  In  late  fiscal  1988,  the  department 
issued  a  Request  For  Proposal  for  automating  the  appraisal  and  the  assessment 
offices . 

The  department  recently  entered  into  a  contract  with  the  nationwide 
appraisal  firm  that  won  the  bid  to  develop  a  computer  assisted  mass  appraisal 
system  (CAMAS)  and  automate  the  county  appraisal  offices.  The  new  system 
offers  many  improvements  over  the  existing  system,  including:  1)  it  is  an  "on- 
line" system  rather  than  batch,  resulting  in  immediate  feedback  for  the  field 
staff;  2)  centralization  of  valuation  for  most  property  types,  including  commercial, 
indu.sdial,  agricultural  land,  timberland,  and  net  and  gross  proceeds;  3) 
operating  efficiencies,  particularly  in  data  input  and  output  and  other  kinds  of 
information  exchange,  such  as  policy  revisions,  etc.;  and  4)  system  modifications 
can  be  implemented  from  Helena  without  great  expense.  The  system  is  designed 
to  operate  on  a  departmental  computer  located  in  Helena.  AH  county  appraisal 
offices  will  be  connected  to  the  computer  and,  in  addition  to  the  CAMAS  software, 
will  have  access  to  word  processing,  spreadsheet,  message  and  calendaring  capa- 
bilities. The  contract  award  addressed  converting  only  the  county  appreiisal 
offices . 

The  total  hardware  and  software  cost  of  the  new  system  was  approximately 
$1.5  million.     Utilizing  $381,905  appropriated  for  this  purpose  and  fvuids  achieved 
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through  department-wide  cost  efficiencies  and/or  computer  processing  rate 
reductions  in  the  current  biennium,  the  department  paid  approximately  $885,000  in 
the  current  biennium  towards  the  total  cost  of  the  new  system.  The  remaining 
approximate  $612,000  will  be  financed  over  five  years.  Table  3  shows  the 
estimated  cost  of  the  hardware  and  software  for  the  new  system  and  the  funding 
source.  AU  of  the  funding  is  general  fund;  however,  it  has  been  broken  into 
legislative  appropriation,  rate  reduction  and/or  operating  efficiencies,  and  current 
level  savings.  As  shown  in  Table  3,  much  of  the  current  biennium  payment 
towards  the  system  came  from  anticipated  computer  processing  rate  reductions 
and/or  operating  efficiencies  in  fiscal  1989. 

Table  3 

Computer  Assisted  Mass  Appraisal  System 

Total  Cost  of  New  System 


FY88 

FY89 

FY90-94 

Total 

Costs 

Hardware 
Software 

$299,052 
83.130 

$339,708 
163,469 

$447,917 
164.207 

$1,086,677 
410.806 

Total  Costs 

|3§iil§i 

I^Qiii?? 

1112x121 

lkii?-i§i 

Funding 

Legislative  Approp. 
ISD  Rate  Reduction 
and/or  Op.   Efficiency 
CL  Savings 

$  94,533 

287,649 
-0- 

$287,372 

215,804 
-0- 

$     -0- 

-0- 
612.124 

$     381,905 

503,453 
612,124 

Total  Funding  $382^182  $503^176  UlhlU  |iiii?ii§? 


There  are  cost  savings  realized  with  the  implementation  of  the  new  system 
just  as  there  are  new  costs  incurred.  Departmental  cost  savings  will  occur  in 
three  general  areas:  1)  Personnel  savings  will  result  due  to  data  entry  now 
being  performed  at  the  county  level  rather  than  the  state  or  the  state  paying 
temporary  help  to  enter  the  data.  2)  Computer  operating  costs  will  not  be 
needed  at  the  level  previously  needed.  3)  Efficiencies  are  expected  in  the 
postage  and  mailing  budget.  New  costs  include  state  network  charges  to  hook  up 
the  computers  to  the  department  computer,  computer  maintenance  on  the 
equipment,  and  annual  lease  purchase  payments.  The  ongoing  savings  are 
approximately  $4,500  higher  than  the  ongoing  costs.  The  costs  and  savings  just 
described  above  and  illustrated  in  Table  4  have  been  incorporated  into  the 
current  level  budget  in  the  Property  Assessment  and  Data  Processing  Divisions. 
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Table  4 
Ongoing  Costs  and  Savings  Reflected  in  Current  Level 
Due  to  New  Computer  System 

Budget 

Item 

Data 
Processing 

Property 
Assessment 

Total 

Ongoing  Costs 

Network  Charges 
Equipment  Maintenance 
Lease  Payments  (thru  FY94) 

$       -0- 
-0- 
-0- 

$100,000 

24,000 

155.884 

$100,000 

24,000 

155.884 

Total  Ongoing  Costs 

*========= 

liZi£§§i 

liiij§i= 

Ongoing  Savings 

Data  Entry  Staff 
Contract  Data  Entry  Staff 
Computer  Maintenance 
Mainframe  Processing 
Postage 

$     46,354 

-0- 

20,200 

-0- 

-0- 

$     -0- 

19,818 

-0- 

187,500 

10,560 

$217,878 

$  46,354 

19,818 

20,200 

187,500 

10.560 

Total  Ongoing  Savings 

$  66,554 

$284,432 

Net  Cost  (Savings) 

|ii§i§5il 

IJ2i99i 

uumi 

The  department  has  indicated  that  having  this  system  in  place  for  one  year 
to  18  months  prior  to  the  completion  of  the  reappraisal  cycle  (assuming  the 
two-year  extension  request  is  granted)  should  enable  it  to  complete  reappraisal 
without  additional  staff. 

Division  Summary 

The  Property  Assessment  Division  budget  is  divided  into  four  separate 
budgets:  Assessors  and  Deputy  Assessors,  Appraisers  and  Other  Assessor  Staff, 
Administration,  and  Helena-based  Appraisal  Staff. 

Because  of  the  complexity  of  the  division's  budget  and  the  cost  shifting 
betwopn  programs  that  occurred  in  the  current  level  budget,  the  overall  division 
budget  is  presented  in  summary  form  to  give  the  legislature  a  broader  perspective 
of  the  division's  overall  expenditure  and  funding  changes. 
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PROPERTY  ASSESSMENT  DIVISION  SUMMARY 


Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

<t09.E5 

-iZl.ZB 

'fOS.ZB 

'»05.25 

(4.00) 

Personal  Services 

$   7,871,867 

S  8,701,5<t0 

$  8,527,870 

S 

8,5<fl,387 

2.99 

Operating  Expenses 

2,040,103 

1,838,161 

1,385,375 

1,345,385 

(29.59) 

Equipment 

378,038 

Z05,181 

109,656 

109,656 

(62.40) 

Total  Operating  Costs 
Hon-Operating  Costs 


$10,290,008 


$10,744,882 
-0- 


$10,022,901 
155,884 


$  9,996,428 
155,884 


(4.83) 
0.00 


Total  Expenditures 
Fund  Sources 


$10,290,008 


$10,744,882 


General  Fund 
Federal  Revenue 


$10,112,260 
177,748 


$10,244,093 
500,789 


$10,178,785 


$10,152,312 


(0.12) 
(100.00) 


Total  Funds 


$10,290,008 


$10,744,882 


$10,178,785     $10,152,312 


Division  Budget 

The  current  level  division  budget  reflects  a  3.4  percent  decrease  in  the  1991 
biennium  due  to  House  BiU  436  supplemental  expenditures  in  fiscal  1988  and  the 
House  Bill  436  fiscal  1989  appropriation  not  being  continued  into  the  1991 
biennium.  The  supplemental  and  the  original  appropriation  were  funded  from 
Education  Trust  Funds  which  was  not  considered  to  be  a  long-term  funding 
source  for  the  annual  sales  assessment  ratio  studies  mandated  by  House  Bill  436. 
As  noted  in  the  department  summary  narrative,  the  department  has  requested  a 
modified  budget  for  sales  assessment  ratio  studies  for  the  Data  Processing  and 
Property  Assessment  Divisions  which  would  be  funded  from  general  fund. 

Full-time  equivalent  positions  decrease  4.00  between  fiscal  1988  and  fiscal 
1990.  The  agency  deleted  3.00  FTE  and  the  current  level  budget  reduces  an 
additional  1.00  FTE  program  tax  manager,  as  this  position  was  funded  with 
supplemental  funds  in  fiscal  1988. 

In  fiscal  1988  the  division  arranged  for  some  counties  to  take  over  payroll 
processing  responsibilities  so  that  the  assessor  and  deputy  assessor  would  no 
longer  receive  two  paychecks,  one  from  the  state  and  one  from  the  county.  In 
those  cotuities  that  now  process  the  payroll,  the  department  sends  the  funds  to 
the  county  and  the  county  uses  the  funds  to  pay  the  assessor  and  deputy.  The 
transfer  of  the  funds  to  the  county,  $398,617  in  fiscal  1988,  is  recorded  by  the 
department  as  contract  services.  For  budgeting  purposes,  the  current  level 
budget  considers  all  assessor  and  deputy  assessor  expenditures  as  personal 
services.  This  explains  approximately  $400,000  of  the  $656,000  increase  between 
fiscal  1988  actual  personal  services  and  fiscal  1990  budgeted  personal  services. 
The  remaining  increase  is  attributable  to  budgeting  4  percent  vacancy  savings  in 
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the    1991    biennium    compared    to    the    actual    9.4    percent    vacancy    savings    rate 
experienced  by  the  division  in  fiscal  1988. 

The  difference  in  the  way  the  assessors'  and  deputies'  compensation  is 
budgeted  and  the  way  the  fimds  are  recorded  when  spent  (personal  services 
versus  operating  expenses)  explain  approximately  $400,000  of  the  $655,000 
decrease  in  operating  expenses  from  fiscal  1988  to  fiscal  1990.  The  remaining 
$155,000  difference  is  due  to  shifting  costs  to  debt  service  (shown  on  the  table  as 
Non-Operating  Costs)  from  operating  to  pay  for  the  division's  new  computer 
system . 

Eqmpment  expenditures  budgeted  for  the  1991  biennium  include  $57,000 
annually  to  replace  six  vehicles  per  year,  $25,000  annually  to  purchase  computer 
tables  and  other  office  equipment,  $20,000  annually  to  purchase  additional 
computers  for  training  purposes,  $3,800  annually  to  purchase  computer  software 
upgrades,  and  $3,856  annually  to  purchase  communications  equipment  for  Lewis 
and  Clark  and  Jefferson  county  offices. 

Non- operating  costs  are  debt  service  payments  relating  to  the  new  computer 
system  purchased  by  the  division.  The  debt  service  payments  are  expected  to 
continue  through  fiscal  year  1994. 


PROPERTY  ASSESSMENT  DIVISION  -  ELECTED  ASSESSORS  AND  DEPUTIES 

Actual 

Appropriated 

-   -   -  Current  Level   -  -   - 

/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

70.70 

35.70 

70.70 

70.70 

0.00 

Personal  Services 

$1,074,002 

$770,886 

$1,503,742 

$1,504,868 

63.08 

Operating  Expenses 

398,617 
$1,^72,619 

-0- 

-0- 

-0- 

(100.00) 

Total   Expenditures 

$770,886 

=====r== 

$1,503,742 
========== 

$1,504,868 

_.34^10_ 

Fund  Sources 

General  Fund 

$l,<i72,619 

$770,886 

$1,503,742 

$1,504,868 

34.10 

======== 



-  Fiscal    1990   -   - 

... 

Fiscal    1991    

ISSUES 

General 

Fund                 other 

Funds 

General   Fund 

other  Funds 

1.      100   Percent   Funding 

Option   Ai 

$693: 

,521 

$ 

-0- 

$694,091 

S      -0- 

Option  Bi 

462; 

,348 

-0- 

462,728 

-0- 

Option  C. 

251 

►  174 

-0- 

231,364 

-0- 

Option  Di 

-0- 

-0- 

-0- 

-0- 

A- 152 


DEPARTMENT  OF  REVENUE 
Page  25 

Program  Description 

The  Elected  Assessors  and  Deputy  Assessors  Program  contains  the  personal 
services  budget  for  Montana's  elected  county  assessors  and  the  deputy  assessors. 

Budget 

The  1987  legislature  included  only  elected  assessors  in  this  program  which 
reflected  the  agency's  request.  In  fiscal  1988,  the  department  combined  elected 
assessors  and  deputies  into  one  program.  The  fiscal  1988  expenditures  reflect 
that  combination,  while  the  fiscal  1989  appropriation  reflects  only  elected 
assessors.  The  1991  biennium  current  level  budget  provides  a  34.1  percent 
increase  due  to  the  difference  between  the  way  the  funds  were  appropriated  by 
the  1987  legislature,  the  way  the  department  recorded  them  in  fiscal  1988  and  the 
1991  biennium  request. 

Another  difference  between  the  legislative  appropriation  and  actual  fiscal 
1988  expenditures  is  in  operating  expenses.  The  legislative  appropriation  was  for 
personal  services  only.  The  legislature  appropriated  70  percent  funding  for  the 
assessor  and  deputy  in  the  1989  biennium.  Therefore,  the  counties  picked  up  the 
remaining  30  percent.  In  fiscal  1988,  the  department  arranged  for  some  counties 
to  take  over  payroll  processing  responsibilities  so  that  the  assessor  and  deputy 
would  no  longer  receive  two  paychecks,  one  from  the  state  and  one  from  the 
county.  In  those  counties  that  now  process  the  payroll,  the  department  sends 
the  funds  to  the  county  and  the  county  uses  the  funds  to  pay  the  assessor  and 
deputy.  The  transfer  of  the  funds  to  the  county  is  recorded  by  the  department 
as  contract  services.  For  budgeting  purposes,  all  expenditures  in  this  program 
can  be  considered  personal  services. 

The  increase  between  fiscal  1988  and  fiscal  1990  is  caused  by  two  factors: 
1)  the  division  experienced  vacancy  savings  in  fiscal  1988  of  approximately  2 
percent  compared  to  no  vacancy  savings  in  the  1991  biennium  and  2)  the  1991 
biennium  request  includes  anticipated  benefits  increases  applicable  to  all  state 
employees . 

Funding 

The  Elected  Assessors  and  Deputies  Program  is  funded  from  general  fund. 

ISSUE  1:    100  PERCENT  STATE  FUNDING  FOR  ASSESSORS  AND  DEPUTY 
ASSESSORS 

In  the  1989  biennium  the  legislature  funded  county  assessors  and  deputy 
county  assessors  at  70  percent  of  the  estimated  salaries  and  benefits  for  these 
positions.  Until  fiscal  1987,  these  positions  had  been  paid  100  percent  by  the 
state.  In  a  cost  saving  move  promoted  by  the  department  and  adopted  by  the 
legislature,  the  fiscal  1987  appropriation  reflected  70  percent  funding  for  the 
county  assessors  and  100  percent  funding  for  the  deputy  assessors.  The  1987 
legislature  reduced  the  deputy  assessor  funding  to  70  percent. 

The  department  has  requested  an  additional  $1,387,612  over  current  level  to 
fully  fund  these  positions  in  the  1991  biennium.  This  increase  would  result  in  a 
direct  reduction  in  local  government  costs.  The  legislature  may  want  to  consider 
raising  the  state's  contribution  to  some  level  other  than  100  percent.     For  each  10 
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percent   contribution    over   the    70   percent   level,    it   would   cost   approximately   an 
additional  $462,500  in  the  1991  biennium. 

Option  A:      Approve  100  percent  funding  for  the  assessor  and  deputy  for  the 
1991  biennium,  for  a  total  additional  cost  of  $1,387,612. 

Option  B:      Approve  90  percent  funding  for  the  assessor  and  deputy  for  the 
1991  biennium,  for  a  total  additional  cost  of  $925,076. 

Option  C:      Approve  80  percent  funding  for  the  assessor  and  deputy  for  the 
1991  biennium,  for  a  total  additional  cost  of  $462,538. 

Option  D:      Do  not  approve  additional  funding. 
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PROPERTY  ASSESSMENT  DIVISION  -  APPRAISERS  AND  OTHER  ASSESSOR  STAFF 


Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

307.15 

363.05 

302.65 

302.65 

(4.50) 

Personal  Services 

$5,916,831 

$7, 277, '♦93 

$6,135,50'» 

$6,146,414 

(6.92) 

Operating  Expenses 

1,116,851 

l,527,06<i 

895,601 

884,401 

(32.68) 

Equipment 

355,938 

20'»,376 

85,856 

85,856 

169.35) 

Total  Expenditures 

?Zi3§?>620 

$9,008,933 

$7,116,961 

$7,116,671 

.\.\\:Vil 

Fund  Sources 

General  Fund 

$7,211,872 

$8,508, 14<^ 

$7,116,961 

$7,116,671 

(9.46) 

Federal  and  Other  Revenue 

177,7'i8 

500,789 

-0- 

-0- 

(100.00) 

Total  Funds 


$7,389,620 


$9,008,933 


Two-Year  Extension 

Option  Ai 

$  -0- 

Option  Bi 

-0- 

Option  Ci 

816,010 

Option  Di 

-0- 

Additional  County  Computer 

Resources 

Option  Ai 

$  95,000 

Option  Bi 

-0- 

Assessment  System 

Option  A. 

$860,000 

Option  Bi 

860,000 

Option  C. 

-0- 

Fiscal  1990  

General  Fund      Other  Funds 


Fiscal  1991  

General  Fund      Other  Funds 


>   -0- 
-0- 
1,118,970 
-0- 


95,000 
-0- 

132,500 

132,500 

-0- 


Progmm  Description 

The  Appraisers  and  Other  Assessor  Staff  Program  contains  the  funding 
necessary  to  operate  the  county  appraisal  offices,  to  fund  the  assessment  staff, 
and  to  fund  five  area  manager  offices. 

Budget 

The  current  level  budget  provides  a  13.2  percent  decrease  in  the  1991 
biennium  due  to  FTE  and  other  operating  expenses  being  transferred  to  another 
program  within  the  division  and  due  to  House  Bill  436  related  expenditures 
(supplemental  expenditures  in  fiscal  1988  and  appropriated  expenses  in  fiscal 
1989)  not  being  included  in  the  current  level  budget  in  the  1991  biennium.     House 
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Bill  436,  passed  by  the  1987  legislature,  directs  the  department  to  conduct  annual 
sales  assessment  ratio  studies. 

The  1987  legislature  authorized  351.05  FTE  in  this  program  for  fiscal  1988 
and  363.05  for  fiscal  1989.  In  fiscal  1988,  the  division  transferred  35.00  FTE, 
the  deputy  assessors,  to  the  same  program  as  the  elected  assessors.  Another 
8.90  FTE  were  transferred  in  fiscal  1988  to  the  Helena- based  program  because  it 
better  represented  the  actual  functions  of  the  positions.  In  its  1991  biennium 
request,  the  division  transferred  an  additional  0.50  FTE  to  the  Helena  program 
and  deleted  3.00  FTE.  The  current  level  budget  further  reduces  the  FTE  by 
1.00  for  a  (House  Bill  436)  position  funded  by  education  trust  funds  in  fiscal 
1988.  This  position  is  requested  for  general  fund  support  in  the  House  Bill  436 
budget  modification  request. 

Operating  expenses  are  budgeted  to  decrease  32.7  percent  due  to  $367,813  of 
House  Bill  436  operating  expenses  reflected  in  fiscal  1988  and  1989  not  included  in 
the  1991  biennium.  Computer  processing  and  system  development  costs  are  also 
reduced  approximately  $236,000  from  the  fiscal  1989  appropriated  level.  Most  of 
these  costs  are  now  budgeted  in  the  Helena  program.  Postage  and  travel 
expenses  are  budgeted  to  decrease  approximately  $70,000  from  the  fiscal  1989 
appropriation . 

The  1991  biennium  current  level  budget  includes  $80,000  annually  for  county 
computer  support  payments.  This  level  is  $65,000  less  than  the  amount  paid  to 
the  coiuities  in  fiscal  1988  but  represents  the  amount  appropriated  for  this 
purpose  for  fiscal  1989.  The  budget  also  includes  $20,000  in  fiscal  1990  only  for 
contract  progreunming  for  the  county  computers  to  allow  program  modifications 
reflecting  any  legislative  changes  to  property  class  changes  or  other  changes 
requiring  system  modification. 

The  current  level  equipment  budget  includes  $85,856  annually  for 
communications  equipment  in  two  county  offices,  office  equipment  to  house  the 
new  computer  equipment  in  the  county  offices,  and  six  vehicle  replacements  per 
year. 


The  Property  Assessment  Division  Appraisers  and  Other  Assessor  Staff 
Program  is  fiuided  from  the  general  fund.  The  other  revenue  in  the  1989 
biennium  is  Education  Trust  Fund  revenue  which  was  appropriated  for  the  House 
Bill  436  study.     This  revenue  is  not  continued  into  the  1991  biennium. 

ISSUE  1:     TWO  YEAR  EXTENSION  REQUEST 

The  department's  budget  request  was  based  on  the  assumption  that  its  two 
year  reappraisal  extension  request  would  be  approved  by  the  1989  legislature. 
The  current  reappraisal  cycle  is  scheduled  to  be  completed  December  31,  1990. 
Statute  must  be  changed  in  order  to  extend  the  reappraisal  cycle.  If  the 
extension  is  not  approved,  the  department  has  identified  additional  resources  that 
they  feel  are  necessary  to  accomplish  reappreiisal  by  December  31,  1990.  The 
additional  funding  required  would  be  $1.9  million.  The  additional  requirements 
are  detailed  at  the  first  expenditure  level  in  Table  5. 
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Table  5 

Estimated  Cost  Requirements  to  Complete  Reappraisal  by  12/31/90 

Department  of  Revenue  Estimate 

1991  Bienniiun 


Item 
FTE 


Personal  Services 
Operating  Expenses 


Total  Costs  and  General  Fvind 


Fiscal  1990 

Fiscal  1991 

Total 

39.00 

39.00 

39.00 

$675,580 
140.430 

$     675,580 
443.390 

$1,351,160 
583,820 

I§1§*Q1Q 

ihll§-i?9 

Ihi^iailQ 

The  legislature  may  want  to  consider  three  things  when  deliberating  the 
appropriateness  of  granting  an  extension.  First,  if  the  extension  is  granted, 
what  will  be  the  total  additional  cost  to  the  State  of  Montana?  The  current 
reappraisal  cycle  is  from  January  1,  1986  to  December  31,  1990.  The  actual  and 
estimated  division  expenditures  during  that  time  period,  assuming  the  legislature 
approves  additional  fxuids  to  complete  reappraisal  by  December  31,  1990,  are 
$53,400,000.  If  the  legislature  approves  the  two  year  extension,  thereby 
eliminating  the  need  for  additional  funding  in  the  1991  biennium,  and  assuming 
the  1993  biennium  expenditures  would  be  similar  to  the  fiscal  1991  current  level 
budget,  the  estimated  total  expenditures  from  January  1,  1986  to  December  31, 
1992  are  $72,300,000,  or  $18,900,000  more  than  if  reappraisal  was  completed  within 
its  statutory  deadline.  The  purpose  of  reappraisal  is  to  achieve  statewide 
property  valuation  equalization  for  taxation  purposes.  Theoretically,  reappraisals 
are  revenue  neutral;  that  is,  there  is  no  revenue  increase  or  decrease  due  to 
reappraisal.  Therefore,  the  extension,  if  approved,  will  cost  the  State  of 
Montana  $18.9  million. 

The  second  area  the  legislature  may  want  to  explore  is  reasons  why  the 
department  maintains  it  cannot  complete  reappraisal  within  the  statutory  deadline 
within  its  current  level  budget.  In  the  department's  justification  provided  for 
additional  resources  it  noted  that  "the  many  new  laws  enacted  by  the  (1987) 
legislature,  most  noteworthy  being  Senate  Bill  200  and  House  Bill  436,  have 
caused  available  field  staff  to  spend  large  amounts  of  time  on  implementation  of 
new  laws."  The  1987  legislature  approved  a  $89,055  fiscal  1987  supplemental 
appropriation  for  Senate  Bill  200,  added  36.00  FTE  and  $624,650  in  fiscal  1988  and 
34.00  FTE  and  $591,451  in  fiscal  1989  to  implement  Senate  Bill  200,  and  added 
15.00  FTE  and  $500,819  in  fiscal  1989  (approximately  one-half  was  transferred  to 
fiscal  1988  in  a  supplemental  appropriation)  to  implement  House  Bill  436.  Since 
the  legislature  provided  additional  resources  to  accomplish  the  additional  tasks, 
the  legislature  should  seek  valid  justification  for  any  deadline  extension  or  any 
additional  resources  if  the  extension  is  not  approved. 

The  third  area  the  legislature  may  want  to  consider  before  deciding  on 
additional  ftinds  is  reasons  why  the  department  has  not  yet  produced  a 
comprehensive,  written  reappraisal  plan  as  required  by  Section  15-7-111(1),  MCA. 
This  area  is  explored  in  a  separate  issue  in  the  Property  Assessment 
Administration  Program  but  will  be  briefly  discussed  here.  The  department  has 
not  yet  produced  the  reappraisal  plan  as  required  by  law  even  though  the  state 
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is  entering  its  fourth  year  of  a  five  year  cycle.  During  the  second  reappraisal 
cycle,  the  department  did  not  issue  its  reappraisal  plan  until  three  years  into  the 
cycle.  The  department  sought  and  obtained  a  two  year  extension  for  the  second 
reappraisal  cycle  and  is  now  asking  for  an  extension  for  the  third  reappraisal 
cycle.  Since  the  department  is  responsible  for  planning  and  carrying  out  the 
reappraisal  cycle,  would  it  not  be  more  useful  to  the  department,  the  legislature, 
county  commissioners,  and  other  interested  parties  to  have  a  plan  in  place  at  the 
beginning  of  the  reappraisal  cycle  which  would  contain  specific  goals, 
identification  of  the  necessary  tasks  and  the  positions  responsible  for  specific 
tasks,  the  estimated  costs,  and  the  time  frames  required  for  all  tasks  from  the 
beginning  to  the  completion  of  the  cycle?  Legislative  action  requiring  plan 
changes  would  result  in  reappraisal  plan  amendments. 

The  law  does  not  require  that  the  reappraisal  plan  be  produced  by  a  specific 
date  or  timeline  nor  does  the  law  require  that  the  reappraisal  plan  contain  any 
specific  information  other  than  the  stipulation  that  the  property  in  each  county 
shall  be  revalued  at  least  every  five  years  or  that  no  less  than  20  percent  of  the 
property  in  each  coimty  shall  be  revalued  each  year.  However,  in  order  for  the 
plan  to  be  an  effective  management  tool,  it  should  be  in  place  at  the  beginning  of 
each  reappraisal  cycle  and  revised,  if  necessary,  following  each  legislative 
session . 

Option  A:  Request  the  department  to  present  justification  for  extending  the 
third  reappraisal  cycle. 

Option  B:  Request  the  department  to  present  justification  for  additional 
resources  if  the  cycle  extension  is  not  granted. 

Option  C:  Approve  the  additional  resources  requested  by  the  department  for 
completing  the  reappraisal  cycle  by  December  31,  1990  contingent 
on  the  legislature  approving  the  extension  request.  This  option 
would  add  39.00  FTE  each  year  and  $816,010  in  fiscal  1990  and 
$1,118,970  in  fiscal  1991  to  the  current  level  budget. 

Option  D:      Do  not  approve  the  additional  resources. 

ISSUE  2:     ADDITIONAL  COUNTY  COMPUTER  RESOURCES 

The  department  has  requested  $95,000  annually  to  increase  the  state's  county 
computer  support  payments.  The  current  level  budget  includes  $80,000  annually 
for  this  purpose.  In  fiscal  1986,  the  state  paid  approximately  $240,000  to  the 
counties  to  allow  the  department  staff  (the  assessment  staff)  located  in  county 
offices  to  use  the  computer  capabilities  housed  in  the  county  offices.  This 
payment  was  reduced  to  $60,000  in  fiscal  1987  as  part  of  the  department's  5 
percent  general  fiuid  reduction.  For  fiscal  1988,  the  legislature  appropriated 
$140,000  for  this  purpose;  however,  the  department  maintained  in  its  justification 
for  automating  county  offices  that  the  support  payments  could  be  reduced  $10,000 
in  fiscal  1988  and  $60,000  in  fiscal  1989  if  the  county  offices  were  automated. 
This  modification  was  approved.  Therefore,  the  fiscal  1988  appropriation  was 
reduced  to  $130,000  and  the  fiscal  1989  appropriation  became  $80,000.  The 
department  paid  approximately  $145,000  to  the  counties  in  fiscal  1988  for  computer 
access,  or  $15,000  more  than  appropriated. 
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Since  the  new  computer  system  is  currently  planned  for  implementation  only 
in  the  appraisal  offices,  the  assessment  staff  will  need  continued  access  to  the 
county  computers  to  perform  their  jobs.  The  department  maintains  that  cotmty 
computer  support  payment  reductions  in  the  last  few  years  has  resulted  in 
operational  problems.  For  example,  only  five  of  the  42  automated  coiuities  allow 
access  to  county  computer  data  for  appraisal  staff.  Gallatin  County  has  strongly 
resisted  the  division's  current  efforts  to  install  wiring  for  the  new  appraisal 
computer  system.  Finally,  reduced  funding  has  made  daily  interaction  between 
the  division  and  local  government  officials  strained. 

The  legislature  may  want  to  consider  Issue  3,  Assessment  System,  as  an 
alternative  to  funding  the  increased  county  computer  support  request. 

Option  A:  Approve  an  additional  $95,000  annually  for  county  computer 
support  payments.  This  increase  would  make  annual  total  county 
computer  support  payments  $175,000. 

Option  B:      Do  not  approve  the  additional  funding. 

ISSUE  3:     ASSESSMENT  SYSTEM 

The  1987    legislature    authorized    the    department    to    automate    the    county 

appraisal  offices.     As  noted  in  the  introductory  section  of  the  division's  budget 

analysis,  the    department   has   acquired   resources    to   automate    administrative    and 

appraisal  functions  (real  property)  in  the  55  appraisal  offices  across  Montana. 

The  county  assessment  staff  (agents  and  state  employees)  currently  use 
computers  that  are  owned  and  controlled  by  the  county.  The  division  pays  an 
annual  support  payment  to  the  coxmties  for  access  to  the  county  systems.  In 
addition,  in  most  of  the  counties  the  division  must  pay  private  software  vendors 
to  make  software  changes  which  reflect  legislative  changes.  This  expense  is  in 
addition  to  the  county  computer  support  payments.  The  current  level  budget 
includes  $80,000  annually  for  coimty  computer  support  payments  and  $20,000  in 
fiscal  1990  for  private  software  vendors  to  make  changes  following  the  legislative 
session . 

When  the  department  issued  its  Request  For  Proposal,  it  sought  proposals 
for  automating  personal  property  valuation  and  for  assessment  functions  performed 
by  assessors,  deputy  assessors,  and  assessment  staff.  The  successful  bidder 
noted  it  had  software  developed  for  the  personal  property  valuation  and 
assessment  functions  which  it  could  customize  for  Montana  requirements.  The 
software  cost  would  be  $225,000.  The  department  estimates  the  additional 
hardware  necessary  would  total  $535,000. 

Table  6  illustrates  the  estimated  annual  fiscal  impact  of  implementing  the 
assessment  system  in  county  assessor  offices.  The  cost  assiunes:  1)  the 
hardware  and  software  woiild  be  purchased  in  fiscal  1990;  2)  the  system  develop- 
ment and  staff  training  would  occur  in  fiscal  1990;  3)  the  system  would  be 
implemented  in  fiscal  year  1991;  4)  the  old  system  and  new  system  would  operate 
in  parallel  for  one  year  to  ensure  the  integrity  of  the  system;  5)  county  computer 
support  payments  would  continue  through  fiscal  1991;  and  6)  two  additional 
computer  support  personnel  would  be  necessary  beginning  in  fiscal  1991.  On- 
going personal  services  savings  in  county  assessor  offices,  approximately  $325,000 
annually,   would  be  possible  beginning  in  fiscal  1992. 

A-159 


DEPARTMENT  OF  REVENUE 
Page  32 


The  1991  biennium  cost  woidd  be  $992,500  ($860,000  in  fiscal  1990  and 
$132,500  in  fiscal  1991).  Annual  savings  would  be  $272,500  beginning  in  fiscal 
1992.  The  upfront  expenditure  would  be  recovered  via  annual  personnel  savings 
over  four  years. 


Table  6 

Estimated  Long- Range  Fiscal  Impact  of  Implementing  Assessment  System 

Fiscal  Years  1990  through  1995 


Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1990 

1991 

1992 

1993 

199^ 

1995 

Software  Costs 

$225,000 

$   -0- 

$    -0- 

$ 

-0- 

$   -0- 

$    -0- 

Add'l  Hardware  Costs 

535,000 

-0- 

-0- 

-0- 

-0- 

-0- 

Add-1  Support  Personnel 

-0- 

52,500 

52,500 

52,500 

52,500 

52,500 

Annual  County  Computer 

Payments 

80,000 

80,000 

-0- 

-0- 

-0- 

-0- 

Private  Vendor 

Software  Changes 

20,000 

-0- 

-0- 

-0- 

-0- 

-0- 

Staff  Reductions 

-0- 

-0- 

(325,000) 

(325,000) 

(325,000) 

(325,000) 

Total  Annual  Cost/ 

(Savings) 

$860,000 

$132,500 

$(272,500) 

$(272,500) 

$(272,500) 

$(272,500) 

Cumulative  Cost/ 

(Savings) 

$860,000 

======== 

$992,500 

======== 

$  720,000 

$ 

._447,500 

$_175i000_ 

$[97,5002 

Implementation  of  this  system  would  enable  electronic  transfer  of  information 
from  the  appraisal  office  to  the  assessor's  office  and  from  the  assessor's  office  to 
Helena.  Currently  this  information  transfer  is  done  manually.  Implementation  of 
the  system  would  also  enable  much  faster  personal  property  valuation  than  is 
currently  available  in  most  counties.  Finally,  implementation  of  the  system  would 
enable  the  division  to  respond  quickly,  uniformly,  and  economically  to  tax  class 
and  rate  changes  approved  by  the  legislature.  The  current  practice  of  paying 
private  software  vendors  to  make  changes  is  time-consuming  and  expensive. 

Option  A:  Authorize  the  department  to  purchase  the  assessment  system  for 
implementation  in  the  county  offices.  The  overall  biennial  cost  is 
$992,500  which  would  be  funded  from  general  fund. 

Option  B:  Accept  Option  A  and  direct  the  division  to  include  personnel 
savings  of  at  least  $325,000  annually  in  its  1993  biennium  budget 
request. 

Option  C:      Make  no  changes. 
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PROPERTY  ASSESSMENT  DIVISION  -  ADMINISTRATION 

Actual      Appropriated      _  _  _  Current  Level  -  -  -  V.   Change 

Fiscal         Fiscal          Fiscal         Fiscal  1989-91 

Budget  Hem                   1988          1989            1990           1991  Biennium 

F.T.E.                         10.50          11.50            10.50           10.50  0.00 

Personal  Services            $355,570          $353,057        $335,028        $335,588  (2.62) 

Operating  Expenses           211,416          197,516         190,910         190,490  (6.73) 

Equipment                     (3,162)              452           3,800           5,800  (378.39) 

Total  Expenditures       !555i§?^.         ?§§h99f        !§??lZ?§        ?f??l?I§  __L5l??i 

Fund  Sources 

General  Fund                 ?§*?i§2^_         ?§51i9?5        ?5?2iZ?5        ?5i?i§Z§  .Jl\AV. 

Fiscal  1990 Fiscal  1991 

ISSUES  (General  Fund       Other  Funds        General  Fund      Other  Funds 

1.  Reappraisal  Plan                  N/A              N/A                N/A  N/A 


Program  Description 

The  Administration  Program  contains  the  funding  for  the  division  adminis- 
trator, the  audit,  management  services,  and  appraisal/assessment  bureau  chiefs, 
and  other  administrative  support  staff. 

Budget 

The  current  level  budget  provides  a  3.2  percent  decrease  in  the  1991 
biennium,  due  primarily  to  reduced  operating  costs. 

The  1987  legislature  authorized  11.50  FTE  in  this  program  for  the  1989 
biennium.  The  division  transferred  a  1.00  FTE  administrative  assistant  to  the 
Property  Assessment  -  Helena  Program  in  fiscal  1988.  The  request  includes  10.50 
FTF  for  each  year  of  the  1991  biennium. 

Operating  expenses  decrease  6.7  percent  due  primarily  to  the  elimination  of  a 
computer  consulting  contract  from  the  expenditure  base.  In  fiscal  1988,  the 
division  expended  $28,650  for  expert  advice  when  evaluating  its  computer  needs. 
This  expense  is  not  included  in  the  1991  biennium  current  level  budget. 

Equipment  expenditures  in  fiscal  1988  reflect  an  accounting  coding  error. 
For  the  1991  biennium,  $3,800  is  included  each  year  to  provide  funds  for  software 
upgrades  for  the  administration  and  Helena  program  personnel. 
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Funding 


The  Property  Assessment  Division  Administration  Program  is  funded  from  the 
general  fund. 

ISSUE  1:     REAPPRAISAL  PLAN 

Article  VIII,  Section  3  of  Montana's  constitution  places  the  responsibility  of 
appraising,  assessing  and  equalizing  the  valuation  of  aU  property  with  the  state. 
Section  15-7-101,  MCA,  specifies  the  Department  of  Revenue  as  the  responsible 
executive  branch  department  to  accomplish  the  classification  of  all  taxable  land, 
appraisal  of  all  taxable  city  and  town  lots,  and  appraisal  of  all  taxable  rural  and 
urban  improvements.  In  order  to  implement  this  responsibility,  state  law  provides 
that  the  department  shall  develop  a  general  and  uniform  method  for  classifying 
land  and  appraising  property.  State  law  further  requires  the  Department  of 
Revenue  to  develop  and  publish  a  comprehensive,  written  reappraisal  plan  which 
provides  that  all  property  in  each  county  be  revalued  at  least  every  five  years 
and  that  a  copy  of  the  reappraisal  plan  and  all  amendments  be  furnished  to  the 
board  of  county  commissioners  in  each  county. 

This  issue  addresses  the  content  and  timeliness  of  the  reappraisal  plan  and, 
as  a  result,  the  overall  usefulness  of  the  reappraisal  plan. 

The  most  recently  completed  reappraisal  plan  (the  plan  for  the  second 
reappraisal  cycle),  which  was  first  released  three  years  after  the  beginning  of 
the  second  cycle,  contedns  the  following  kind  of  information:  goal  number  of 
daily  appraisals,  forms  and  manuals  to  be  used  by  the  staff,  certification 
requirements,  the  date  the  cycle  will  be  completed,  and  some  property -specific 
instructions.  The  only  statutory  content  requirement  is  that  the  plan  specify 
that  all  property  in  each  county  shall  be  revalued  at  least  every  five  years  or  no 
less  than  20  percent  of  the  property  in  each  county  shall  be  revalued  in  each 
year. 

When  the  legislature  convenes  in  January  1989,  the  third  reappraisal  cycle 
will  enter  its  fourth  year.  The  department  has  indicated  the  reappraisal  plan  will 
not  be  released  until  March  1989.  The  statutes  are  silent  on  time  requirements 
for  preparing  and  releasing  the  reappraisal  plan. 

If  the  reappraisal  plan  is  to  be  used  by  state  and  local  governments  as  a 
reference  for  determining  how  the  department  will  accomplish  reappraisal  on  a 
timely  basis,  the  plan  should  include  details  on  what  work  must  be  accomplished, 
tlie  porsonnel  that  are  responsible  for  accomplishing  the  work,  and  when  the  work 
will  be  completed.  Additionally,  this  plan  should  be  developed  and  released  at 
the  beginning  of  each  reappraisal  cycle  in  order  to  be  effective.  Amendments  to 
the  reappraisal  plan,  necessitated  by  legislative  or  other  changes,  could  be 
drafted  as  necessary.  At  a  minimum,  the  legislature  should  be  formally  informed 
at  each  regular  session  of  the  status  of  the  reappraisal  cycle  and  einy  problems 
with  the  accomplishment  of  the  department's  work  that  should  be  addressed  by 
the  legislature. 

Development  of  a  reappraisal  plan  that  specifies  job  scope,  responsibility, 
and  performance  expectations  will  require  the  department  to  collect,  maintain,  and 
produce  workload  statistics  that  it  presently  either  doesn't  collect  and  maintain  or 
finds  difficult  to  produce.     It  will  also  require  the  division  to  establish  goals  and 

A-162 


DEPARTMENT  OF  REVENUE 
Page  35 


periodically  report  on  its  success  in  achieving  the  goals.  Complete  automation  of 
the  county  field  offices,  scheduled  for  completion  early  in  the  1991  biennium, 
should  enable  the  department  to  collect,  maintain,  and  produce  workload  status 
information  which  the  department  and  the  legislature  could  use  to  evaluate  the 
reappraisal  progress. 

Option  A:  Propose  legislation  which  specifies  the  reappraisal  plan  content  and 
release  date.  This  would  include  a  detailed  description  of  what 
work  must  be  accomplished  for  reappraisal,  who  is  responsible, 
how  much  it  will  cost,  and  when  it  will  be  done. 

Option  B:  Require  the  Department  of  Revenue  to  collect,  maintain,  and  be 
capable  of  producing  workload  statistics  for  its  Property 
Assessment  Division  staff. 

Option  C:  Require  the  Department  of  Revenue  to  inform  the  legislature  at 
each  regular  session  of  the  status  of  the  reappraisal  cycle.  This 
could  be  included  in  the  department's  biennial  report  to  the 
legislature.  Reasons  for  delay  and/or  problems  requiring 
legislative  attention  could  be  highlighted  in  this  communication. 

Option  D:      Take  options  A,   B,  and  C. 

Option  E:      Take  no  action. 


PROPERTY  ASSESSMENT  DIVISION  -  HELENA 


Actual 

Appropriated 

Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

Z0.90 

11.00 

21.40 

21.40 

0.50 

Personal  Services 

$5<»5>46<» 

$300,104 

$  553,596 

$  554,517 

31.05 

Operating  Expenses 

313,219 

113,581 

298,864 

270,494 

33.40 

Equipment 

25,262 

373 

20,000 

20,000 

56.04 

Total  Operating  Costa 

$883,9<^5 

$414,058 

$  872,460 

$  845,011 

32.32 

Non-Operating  Costs 

-0- 

-0- 

155,884 

$1,028,344 

========== 

155,884 
$1,000,895 

___ 

Total  Expenditures 

«883,9<k5 

======== 

$414,058 

Ai-.l't 

Fund  Sources 

General  Fund 

$883,945 

$414,058 

$1,028,344 

$1,000,895 

56.34 

Program  Description 

The  Helena  Appraisal  Program  Is  responsible  for  regularly  auditing  county 
offices;  supporting  the  county  staff,  particularly  with  the  computer  systems;  and 
centrally  assessing  all  intercounty  and  industrial  property. 
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Budget 


The  1991  biennium  current  level  budget  provides  a  56.3  percent  increase 
from  the  1989  biennium  due  to  increases  in  all  line  items. 

The  1987  legislature  authorized  11.00  FTE  for  this  program  in  the  1989 
biennium.  In  fiscal  1988,  the  department  transferred  in  9.90  FTE  from  the 
appraisers  field  program  and  the  administration  program  to  better  reflect  the 
actual  function  of  the  position.  For  the  1991  biennium,  the  division  transferred 
in  0.50  FTE  administrative  officer  from  the  appraisers  field  program.  In  fiscal 
1988,  the  program  experienced  an  actual  5.8  percent  vacancy  savings  rate.  The 
current  level  budget  includes  4  percent. 

Personal  services  is  budgeted  to  increase  31  percent  due  to  the  fiscal  1989 
appropriation  reflecting  11.00  FTE. 

Operating  expenses  increase  33.4  percent  due  primarily  to  budgeting 
computer  expenses  in  this  program,  approximately  $104,000  annually,  rather  than 
the  appraiser  and  other  assessor  staff  program  where  it  was  originally  budgeted 
for  the  1989  biennium.  Expenditure  increases  over  base  costs  contributing  to  the 
operating  cost  growth  are:  $24,010  in  fiscal  1990  and  $15,569  in  fiscal  1991  for 
increased  printing  needs  (system  manuals,  manual  updates,  and  new  data 
collection  forms);  $3,000  in  fiscal  1990  and  $3,500  in  fiscal  1991  for  computer 
paper  for  the  county  offices;  $22,500  in  fiscal  1990  and  $3,200  in  fiscal  1991  for 
increased  in -state  meals  and  lodging  for  training  on  the  new  computer  and  for 
routine  maintenance  on  computers  in  the  field;  and  $24,000  annually  for  computer 
maintenance  costs.  Base  decreases  offsetting  increases  include:  $20,692  annually 
for  removing  railroad  supplemental  expenditures  and  $64,408  annually  for 
computer  related  operating  expenses  no  longer  needed  due  to  implementing  the 
new  system. 

Equipment  budgeted  for  the  1991  biennium  includes  $20,000  annually  for  the 
division  to  purchase  computers  and  related  office  equipment  for  use  by  the 
Helena- based  staff. 

Non- operating  costs  include  debt  service  payments  for  the  division's  new 
computer  system.     The  system  will  be  paid  for  at  the  end  of  fiscal  1993. 

Funding 

The  Property  Assessment  Division  Helena  Program  is  funded  from  general 
fund . 
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MOTOR  FUELS  TAX 

DIVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

Z5.00 

25.00 

22.00 

22.00 

(3.00) 

Personal  Services 

$'*73,'»72 

$517,828 

$^3<»,270 

$<»35,382 

(12.27) 

Operating  Expenses 

160,896 

190,521 

138,956 

13'i,586 

(22.16) 

Equipment 

67,108 

$701  ,<»76 

======== 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$708,3^9 

$573,226 

$569,968 

======== 

_L1?1?1J 

Fund  Sources 

State  Special 

$701,^76 

$708,3^9 

!5Z5i226 

!§6?,?68 

-!.l?i21i 

Program  Description 

The  Motor  Fuels  Tax  Division  administers  and  enforces  the  motor  fuel  tax  law 
including  the  issuance  of  licenses  and  permits,  collection  of  taxes,  enforcement  of 
the  bonding  requirements,  and  payment  of  refunds.  The  audit  function  was 
transferred  to  the  Income  and  Miscellaneous  Tax  Division  in  the  1991  biennium. 

Budget 

The  Motor  Fuels  Division's  current  level  budget  reflects  an  18.9  percent 
decrease  in  the  1991  biennium  due  to  transferring  3.00  FTE  and  operating  costs 
to  the  Income  and  Miscellaneous  Tax  Division. 

Personal  services  decrease  12.3  percent  due  to  the  3.00  FTE  transfer  and 
also  due  to  position  turnover  and  three  position  downgrades  offsetting  three 
position  upgrades.  Actual  vacancy  savings  in  fiscal  1988  was  12.2  percent;  4 
percent  is  included  in  the  current  level  budget. 

Operating  expenses  decrease  22.2  percent  due  to  transferring  $11,059  travel 
costs  to  the  Income  and  Miscellaneous  Tax  division  and  also  due  to  computer  fee 
decrpases  of  approximately  $11,000  in  fiscal  1990  and  $15,000  in  fiscal  1991. 

The  fiscal  1988  equipment  expenditures  were  substantially  higher  than 
budgeted.  The  higher  expenditure  was  possible  due  to  the  high  vacancy  savings 
experienced  by  this  division  in  fiscal  1988.  No  equipment  is  included  in  the 
current  level  budget  in  the  1991  biennium. 

Funding 

The  Motor  Fuels  Tax  Division  is  funded  from  the  highways  special  revenue 
account. 
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DEPARTMENT  OF  ADMINISTRATION 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 

FTE  Biennium 

Fiscal  1991  General  Fund  Total  Funds 

Executive  Budget  397.59  $32,661,602  $175,835,483 

LFA  Current  Level  390.09  6.804.348  71.409.147 

Executive  Over  (Under)  LFA  ==1^50  $25^857^254  $104^426^336 


The  executive  budget  includes  7.50  FTE,  $25,857,254  general  fund,  and 
$104,304,675  total  funds  more  than  LFA  current  level.  Most  of  the  difference  is 
because  the  executive  budget  includes  statutory  appropriations  and  18  budget 
modifications  which  are  not  included  in  LFA  current  level.  These  and  other 
differences  are  highlighted  below  in  the  issues. 

ISSUE  1:    STATUTORY  APPROPRIATIONS 

The  executive  budget  includes  $25,760,010  general  fund  and  $94,132,388  total 
funds  for  statutory  appropriations  in  the  1991  biennium  that  are  not  included  in 
LFA  current  level  because  statutory  appropriations,  by  definition,  do  not  require 
legislative  appropriation  each  session.  The  statutory  appropriations  included  in 
the  executive  budget  are  the  health  insurance  benefits  and  claims,  the  liability 
insurance  benefits  and  claims,  the  insurance  proceeds  on  state  buildings,  and  the 
Bonds  and  TANS  payments  from  the  general  fxmd. 

ISSUE  2:    MODIFIED  BUDGETS 

The  executive  budget  includes  18  budget  modifications,  totaling  10.00  FTE, 
$69,901  general  fund,  and  $9,103,004  total  funds  in  the  1991  biennium  which  is 
not  included  in  LFA  current  level.  The  budget  modifications,  the  program  which 
includes  the  modification,  the  FTE,  and  the  funding  are  listed  in  Table  1. 
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Table  A 

Budget  Modifications  Included  in  Executive  Budget 

1991  Biennium 


Progr 


Publications  8  Graphics 
Information  Services 
Information  Services 
Information  Services 
Information  Services 
Information  Services 
Property  and  Supply 
Purchasing 
Purchasing 
Central  Mail 
Personnel 
Tort  Claims 
Public  Emp.  Retirement 
Public  Emp.  Retirement 
Public  Emp.  Retirement 
Teachers'  Retirement 
Teachers'  Retirement 
Teachers'  Retirement 


FY91 

General 

Other 

Modified  Name 

FTE 

Fund 

Funds 

Total 

Private  Sector  Printing 

0.00 

$   -0- 

$1 

,400,000 

$1,400,000 

9-1-1  Emergency  Telephone 

0.00 

-0- 

2 

,140,000 

2,140,000 

TEAMS  Project 

0.00 

-0- 

1 

,883,555 

1,883,553 

Hard/Software  Maintenance 

0.00 

-0- 

1 

,000,000 

1,000,000 

Upgrade  Telephone  System 

0.00 

-0- 

425,800 

425,800 

Staff  Reallocation 

3.00 

-0- 

145,807 

145,807 

Add'l  Warehouse  Worker 

1.00 

-0- 

35,489 

35,489 

Computer  Enhancements 

0.00 

19,000 

-0- 

19,000 

Cont'd  Service  Compliance 

1.00 

50,901 

-0- 

50,901 

Mail  Clerk/Postage 

1.00 

-0- 

231,219 

231,219 

COBRA  Workload 

1.00 

-0- 

35,489 

35,489 

Add'l  Staff /Outside  Legal 

E.OO 

-0- 

1 

,599,840 

1,599,840 

Computer  Enhancements 

0.00 

-0- 

83,052 

83,052 

Buy-Back  Technician 

O.'JO 

-0- 

12,543 

12,543 

Pre-Retirement  Seminars 

0.00 

-0- 

7,131 

7,131 

Actuarial  Exper.  Study 

0.00 

-0- 

2,950 

2,950 

Electronic  Deposit 

0.00 

-0- 

7,500 

7,500 

Additional  FTE 

0.60 

10.00 

===== 

-0- 

$9 

==: 

22,730 

,033,103 

======== 

22,730 

Total  Modifieds 

$69,901 

======= 

$9,103,004 

ISSUE  3     VACANCY  SAVINGS 

The  executive  budget  uses  a  2  percent  vacancy  savings  rate  while  LFA 
current  level  uses  4  percent.  This  resulted  in  higher  personal  services  in  the 
executive  budget  which  was  funded  approximately  $82,175  by  general  fund  and 
$304,550  by  total  funds. 

ISSUE  4:    OPERATING  COST  DIFFERENCES 

There  were  several  offsetting  operating  cost  differences  between  the 
execnlive  budget  and  LFA  current  level.  These  can  be  grouped  into  three 
different  areas:  1)  differences  due  to  base  adjustments;  2)  differences  due  to 
growth  assumptions;  and  3)  differences  due  to  inflation  assumptions.  These  are 
outlined  in  Table  2.  Overall,  LFA  current  level  has  approximately  $69,450  higher 
operating  costs,  fiuided  by  $51,116  general  fund  and  $18,334  other  funds. 
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Table  B 

Operating  Cost  Differences 

Executive  Budget  versus  LFA  Current  Level 

1991  Biennium 


-  Exec.   Over  (Under)  LFA  Cur.   Level  - 

General  Fund  Total  Funds 

1.  Differences  in  Base  Adjustments                           $(51,116)  $(422,810) 

2.  Differences  In  Growth  Assumptions                             -0-  751,027 

3.  Differences  in  Inflation  Assumption                             -0-  (397.675) 

Total  Est.   Operating  Differences                      llihliil  i=iiiii§ii 


ISSUE  5:    EQUIPMENT 

The  executive  budget  includes  $1,142,825  more  total  funds  overall  for 
equipment  purchases  than  included  in  LFA  current  level.  Most  of  the  equipment 
purchases  in  the  executive  budget  are  slated  for  the  Information  Services  Division 
where  $1,077,208  more  total  funds  are  budgeted  for  equipment  than  in  LFA 
current  level. 


ISSUE  6:    FTE  DELETIONS 

The  executive  budget  deletes  3.00  FTE  in  the  Information  Services  Division 
from  the  current  level  budget  due  to  position  upgrades.  The  executive  budget 
includes  these  3.00  FTE  in  its  modified  budget,  titled  Staff  Reallocation  (See 
Table  1).  These  FTE  were  not  removed  from  LFA  current  level.  The  total 
difference  is  approximately  $277,450  more  total  funds  in  LFA  current  level  in  the 
1991  biennium  funded  from  other  fvinds. 


ISSUE  7:    FUNDING  SWITCH 

The  executive  budget  shifted  a  position  in  the  Accounting  Division  from  100 
percent  general  fund  to  50  percent  general  fund  and  50  percent  proprietary  fund 
because  the  position  was  reclassified  from  an  Accountant  III,  responsible  for  daily 
in/out  flow  of  SBAS  information  to  an  Accounting  Systems  Manager,  responsible 
for  department-wide  data  processing  coordination.  Non-general  fund  divisions  in 
the  Department  of  Administration  will  pay  for  services  received  by  the  Accounting 
Systems  Manager.  The  LFA  current  level  continued  the  position  at  100  percent 
general  fund.  This  funding  switch  resulted  in  LFA  current  level  including 
approximately  $27,500  more  general  fund  than  in  the  executive  budget. 

ISSUE  8:    STATE  TAX  APPEAL  BOARD  FTE 

The  executive  budget  adds  5.00  FTE  to  the  State  Tax  Appeal  Board  in  fiscal 
1990  and  6.00  FTE  are  added  in  fiscal  1991.  LFA  current  level  adds  5.50  FTE 
each  year  of  the  1991  biennium.     Additional  FTE  were  added  due  to  a  Department 
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of  Labor  and  Industry  audit  indicating  that  the  county  tax  appeal  board 
secretaries  should  be  employees  of  either  the  county  or  the  state  and  not  paid  as 
independent  contractors  as  they  had  been  prior  to  fiscal  1989.  Overall,  LFA 
current  level  includes  $8,000  more  for  county  secretary  salaries  in  the  1991 
biennium.  This  higher  amount  is  offset  by  $14,000  due  to  the  executive  budget 
including  higher  contracted  services  for  county  tax  appeal  board  secretaries  that 
will  become  county  employees.  The  $14,000  offset  is  included  in  the  overall 
operating  cost  differences  discussed  in  Issue  4. 
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DEPARTMENT  OF  ADMINISTRATION 


Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

387.61 

391.09 

386.09 

390.09 

(1.52) 

Personal  Services 

$10 

,069,280 

$10,252,555 

$10,111,913 

$10,202,275 

0.0<^ 

Operating  Expenses 

18 

,810,073 

20,898,688 

19,<i31,117 

19,827,2^^7 

(1.13) 

Equipment 

_JL 

,«'i,053 

1,386,899 

708,009 

632,765 

(52.81) 

Total  Operating  Costs 
Non-Operating  Costs 


$30,333,'»06 
6,'i03,690 


$32,538,l'f2 
3,455,410 


$30,251,039 
5,171,159 


$30,662,287 
5,324,662 


(3.11) 
6.46 


Total  Expenditures 
Fund  Sources 


$35,993,552 


General  Fund 
State  Special 
Other 

Total  Funds 


$  3,563,933  $  3,658,691 

826,965  860,525 

32,346,198  31,474,336 

$36,737,096  $35,993,552 


$  3,420,043 

$  3,384,305 

(5.79) 

841,764 

844,108 

(0.10) 

31,160,391 

31,758,536 

(1.41) 

$35,422,198 

$35,986,949 

(1.82) 

Program  Description 

The  primary  goal  of  the  Department  of  Administration  is  to  provide  services 
to  state  agencies  in  the  areas  of  accounting,  financial  reporting,  insurance, 
communications,  data  processing,  personnel  management  and  labor  relations, 
purchasing,  printing,  mail  and  messenger,  and  records  management.  The 
department  also  administers  the  Long- Range  Building  Program,  State  Employee 
Group  Benefits  Program,  and  various  state  retirement  programs.  Functions 
attached  to  the  department  for  administrative  purposes  include  the  Board  of 
Examiners,  State  Tax  Appeals  Board,  Workers'  Compensation  Court,  Public 
Employees'  Retirement  Division,   and  Teachers'  Retirement  System. 

Budget 

I'he  curront  level  budget  provides  a  1.82  percent  decrease  in  the  1991 
biennium  from  the  1989  biennium.  The  decrease  is  attributable  primarily  to 
decreased  equipment  budgeted  in  the  1991  biennium.  The  agency  also  incurred 
$1.1  million  in  budget  amendment  expenditures  in  fiscal  1988  which  are  not 
included  in  the  1991  biennium  current  level  budget. 

Positions  are  budgeted  to  decrease  1.52  FTE  from  fiscal  1988  to  1990.  The 
department  was  authorized  387.09  FTE  for  fiscal  1988;  0.52  FTE  were  added 
during  the  year  for  a  total  of  387.61  FTE.  The  0.52  modified  FTE  were  not 
included  in  the  1991  biennium  current  level  budget.  Therefore,  the  decrease 
from  the  fiscal  1988  legislative  authorized  FTE  to  the  fiscal  1990  current  level  FTE 
is  1.00.  The  overall  reduction  in  the  1991  biennium  is  due  to  deleting  6.50  FTE 
in  four  divisions  and  adding  5.50  FTE  in  the  State  Tax  Appeal  Board.     The  FTE 
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DEPARTMENT  OF  ADMINISTRATION 
Page  2 

increase  4.00  in  fiscal  1991  to  allow  the  Publications  and  Graphics  Bureau  to  hire 
additional  personnel  to  accommodate  the  legislative  session. 

Personal  services  is  budgeted  to  increase  0.04  percent.  The  agency 
experienced  an  approximate  department- wide  5.15  percent  vacancy  savings  rate; 
an  average  3.1  percent  was  applied  to  the  department  in  the  1991  biennium. 

Operating  expenses  are  budgeted  to  decrease  1.13  percent  in  the  1991 
biennium  due  primarily  to  fiscal  year  1989  expenditures  being  significantly  higher 
than  either  expended  in  fiscal  year  1988  or  included  in  the  1991  biennium. 
Operating  expenses  are  budgeted  to  increase  in  the  1991  biennium  due  to 
expected  inflation  or  rate  increases  in  the  following  areas:  paper,  office 
supplies,  janitorial  products  and  services,  postage,  software,  building  rent, 
water,  and  computer  maintenance.  Operating  increases  due  to  anticipated  growth 
include:  postage,  communications,  and  photocopying. 

Equipment  expenses  decrease  52.81  percent  in  the  1991  biennium.  Most  of 
the  equipment  expenditures  are  included  in  the  Information  Services  Division  to 
purchase  mainframe  and  personal  computers. 

Non- operating  expenditures  include  lease  purchase  payments  in  the 
Publications  and  Graphics  Bureau  and  Information  Services  Division.  Lease 
purchase  payments  total  $3,773,726  in  fiscal  1990  and  $3,941,619  in  fiscal  1991. 
Transfers  from  non -proprietary  funds  to  proprietary  funds  as  required  by 
generally  accepted  accounting  principles  also  constitute  a  portion  of  the 
non -operating  costs  each  year.  This  type  of  transfer  occurs  in  the  Tort  Claims 
Division  and  the  General  Services  Division.  Fund  transfers  of  this  type  total 
$851,255  in  fiscal  1990  and  $832,697  in  fiscal  1991.  The  Architecture  and 
Engineering  Division  also  transfers  funds  from  the  long-range  building  capital 
projects  fund  into  a  state  special  revenue  fund  to  operate  the  division.  This 
transfer  is  $546,178  in  fiscal  1990  and  $550,346  in  fiscal  1991. 

Funding 

The  department  is  fiuided  from  general  fund,  state  special  revenue,  and 
other  revenue  which  consists  primarily  of  proprietary  funds.  General  fund 
supports  all  or  a  portion  of  several  divisions,  including  the  Director's  Office, 
Accounting  Division,  General  Services  Division,  Procurement  and  Printing 
Division,  Centralized  Services  Division,  Personnel  Division,  and  the  State  Tax 
Appeal  Board.  General  fund  contributes  9.5  percent  of  the  department's  total 
budget  in  the  1991  biennium  compared  to  10.5  percent  appropriated  for  the  1989 
biennium. 

State  special  revenue  includes  the  transfer  of  long-range  building  funds  to 
the  Architecture  and  Engineering  Division  and  an  allocation  of  the  Workers' 
Compensation  state  special  revenue  account  for  the  Workers'  Compensation  Court. 
State  special  revenue  contributes  approximately  2.3  percent  of  the  total  funding 
for  the  department. 

Other  revenue  includes:  1)  pension  trust  funds,  $1,153,791  in  fiscal  1990 
and  $1,099,742  in  fiscal  1991;  2)  capital  project  funds,  $604,979  in  fiscal  1990  and 
$609,147  in  fiscal  1991;  and  3)  proprietary  funds,  $29,401,621  in  fiscal  1990  and 
$30,049,647  in  fiscal  1991.  The  pension  trust  funds  are  used  for  the  two 
retirement  systems.  The  capital  project  funds  are  used  to  fund  the  operating 
costs  for  the  Architecture  and  Engineering  Division  and  a  portion  of  the  costs  in 
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the  General  Services  Division.  Proprietary  funds  are  used  to  support  several 
divisions,  including  the  Procurement  and  Printing  Division,  Information  Services 
Division,  General  Services  Division,  Mail  Program,  Tort  Claims  Division,  and  the 
Personnel  Division. 


DIRECTOR'S 

OFFICE 

Actual 

Appropriated 

1              -   -   _  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

8.00 

8.00 

8.00 

8.00 

0.00 

Personal  Services 

$276,691 

$276,725 

$279,005 

$279,599 

0.94 

Operating   Expenses 

29,362 

27,117 

26,700 

26,814 

(5.251 

Equipment 

582 

$306,635 

======== 

-0- 

3,600 

!59?i595 

-0- 

518.56 

Total   Expenditures 

$303,8^2 

$306,413 

======== 

0.86 

======= 

Fund  Sources 

General  Fund 

$255,661 

$255,153 

$252,265 

$249,530 

(1.77) 

Proprietary   Fund 

50,97<* 
?596>635 

48,689 

57,040 
$309,305 

56,883 
$306,413 

14.31 

Total   Funds 

$303,842 

— ?!§*_ 

Program  Description 

The  Director's  Office  is  responsible  for  the  overall  supervision  and 
coordination  of  the  department's  eight  divisions  and  the  four  administratively 
attached  boards  and  agencies.  In  addition,  the  office  provides  legal  services, 
internal  management  reviews,  and  assistance  in  special  projects  to  the  divisions 
and  bonding  expertise  for  the  Board  of  Examiners. 

Budget 

The  1991  biennium  current  level  budget  provides  an  overall  0.86  percent 
increase  from  the  1989  biennium.  The  full  time  equivalent  positions  remain 
conslnrit  in  the  1991  biennium.  Personal  services  increase  due  primarily  to  a 
Lawyer  IV  position  upgraded  to  a  Lawyer  V,  raising  the  personal  services  budget 
approximately  $3,200.  Actual  vacancy  savings  in  fiscal  1988  was  4.09  percent;  4 
percent  is  used  in  the  1991  biennium. 

In  fiscal  1988,  the  division  spent  a  total  of  $3,410  more  than  it  was  appro- 
priated by  the  1987  legislature,  most  of  it  in  operating  expenses.  The  agency 
transferred  in  general  fund  and  proprietary  fund  spending  authority  from  the 
General  Services  Division  during  the  year  to  cover  the  over  expenditure  of  the 
original  appropriation.  Operating  expenses  are  budgeted  to  decrease  5.25  percent 
from  the  1989  biennium  to  the  1991  biennium.  This  occurs  because  the  actual 
fiscal  1988  expenditures  were  reduced  to  the  level  appropriated  by  the  1987 
legislature. 
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Equipment  expenditures  include  $3,600  in  fiscal  1990  only  for  two  printers. 

Funding 

The  Director's  Office  is  funded  from  the  general  fund  and  from  fees  assessed 
other  department  divisions  for  legal  services  provided  by  the  legal  staff.  The 
proprietary  fund  shows  a  14.31  percent  increase  due  to  an  increase  in  the  amount 
of  time  being  allocated  to  non-general  fund  divisions  (from  1.375  FTE  in  fiscal 
1988  to  1.50  FTE  proposed  for  the  1991  biennium)  and  the  increased  cost  of 
personnel  as  noted  in  the  budget  section  of  this  narrative. 


ACCOUNTING 

DIVISION 

Actual 

Appropriated              _   _   _  Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

12.50 

12.00 

11.00 

11.00 

(1.50) 

Personal  Services 

^Sl-t.ZSB 

$323,553 

$311,501 

$311,803 

(2.27) 

Operating  Expenses 

486,803 

508, '♦9^ 

344,947 

311,786 

(34.02) 

Equipment 

7,159 
$808,197 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$832,047 

$656,448 

$623,589 

_(^2K962 

Fund  Sources 

General   Fund 

5808,197 

$832,047 

======== 

$656 ,448 

======== 

$623,589 

======== 

.\l\-JAl 

Program  Description 

The  Accounting  Division  operates  and  maintains  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  and  the  Property  Accountability  Management  System 
(PAMS).  The  division  processes  all  accounting  transactions  and  distributes  daily, 
monthly,  and  year- end  reports  that  summarize  agencies'  accounting  transactions. 
Starting  approximately  February  1,  1989,  the  division  will  implement  a  SBAS 
on-line  entry  and  edit  system  which  will  allow  agencies  to  electronically  input 
SBAS  tnnsaclions  on  the  most  commonly  used  accounting  forms.  The  use  of  this 
system  by  state  agencies  is  mandatory.  The  division  is  also  responsible  for 
establishing  state  accounting  policies  in  accordance  with  generally  accepted 
accounting  principles  and  for  issuing  the  state's  annual  financial  report  and 
statewide  cost  allocation  plan. 

Budget 

Personal  services  are  budgeted  to  decrease  2.27  percent  from  the  1989 
biennium  to  the  1991  biennium.  This  is  caused  by  the  1.5  FTE  reduction  in  the 
1991  biennium  from  fiscal  1988.  The  division  was  authorized  12.0  FTE  in  the  1989 
biennium,  but  transferred  a  0.5  FTE  in  March  1988  from  the  Centralized  Services 
Division,   combined  the  transferred  0.5  FTE  with  an  existing  0.5  FTE  and  funded 
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the  1.0  FTE  for  the  remainder  of  the  fiscal  year  from  vacancy  savings  and  excess 
operating  funds.  The  agency  requested  a  0.5  FTE  file  clerk  and  a  1.0  FTE 
accounting  clerk  be  deleted  in  the  1991  biennium.  The  current  level  budget 
reflects  that  reduction.  Actual  vacancy  savings  in  fiscal  year  1988  was  6.75 
percent;  four  percent  vacancy  savings  is  included  in  the  1991  biennium  budget. 

Operating  expenses  decrease  34.02  percent  primarily  because  the  keypunch 
costs  formerly  related  to  inputting  SBAS  documents  has  been  reduced  $125,697 
due  to  the  implementation  of  the  SBAS  on-line  entry  and  edit  system.  This  cost 
has  been  reallocated  to  other  state  agency  budgets  based  on  agencies' 
proportionate  share  of  documents  processed  in  fiscal  1988.  The  contracted 
services  budget  includes  $18,000  each  year  to  develop  the  statewide  cost  allocation 
plan. 

No  equipment  was  requested  by  the  agency. 

Funding 

The  Accounting  Division  is  funded  from  the  state  general  fund. 


ARCHITECTURE  AND  ENGINEERING  DIVISION 


Actual 

Appropriated 

-  -  -  Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

15.25 

15.25 

15.25 

15.25 

0.00 

Personal  Services 

$  <H9,107 

$ 

<»59,897 

$  'i<i<t,20<i 

$ 

^<»«f,912 

1.15 

Operating  Expenses 

100,062 

101,039 

99,47<» 

102,935 

0.65 

Equipment 

11,939 

2,060 

2,500 

2,500 

(6<t.28) 

Total  Operating  Costs 
Non-Operating  Costs 


$  531,108 
550,000 


$     562,996 
562,<^00 


$     546,178 
5<i6,178 


S  550,3*7 
550,546 


0.22 

(1.'43) 


Total  Expenditures 
Fund  Sources 


$1,081,108 


$1,125,396 


State  Special 
Capil.Tl  Projects  Fund 


$   531,108 
550,000 


$  562,996 
562,400 


$  546 , 1 78 
546,178 


$  550,347 
550,346 


0.22 
(1.43) 


Total  Funds 


$1,092,356 


$1,100,693 


Program  Description 

The  Architecture  and  Engineering  Division  oversees  construction,  renova- 
tions, and  repair  of  state -owned  buildings.  The  division  also  formulates  s 
long-range  building  plan  for  legislative  consideration  each  session. 
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Budget 


Total  operating  costs  are  projected  to  increase  0.22  percent  in  the  current 
level  budget.  Personal  services  are  budgeted  to  increase  1.15  percent  with  no 
FTE  changes  because  the  agency  experienced  an  actual  12.46  percent  vacancy 
savings  rate  rather  than  the  four  percent  used  in  the  current  level  budget.  The 
biennial  personal  services  increase  would  have  been  higher,  however,  as  turnover 
resulted  in  the  personal  services  base  being  reduced  approximately  $13,000. 

In  fiscal  1988,  the  division  expended  $2,240  more  in  its  operating  expense 
budget  than  appropriated  by  the  1987  legislature.  This  was  possible  because  of 
the  high  vacancy  savings  rate  in  fiscal  1988.  The  current  level  budget  reduced 
base  operating  expenses  to  the  fiscal  1988  appropriated  level  before  allowing  any 
adjustments  for  the  1991  biennium.  Base  adjustments  include  $1,137  annually  for 
SBAS  on-line  entry  and  edit  charges.  Increased  operating  expenses  in  fiscal  1991 
are  due  to  the  cost  of  preparing  the  long-range  building  plan  in  the  session 
year. 

Equipment  expenditures  show  a  decrease  from  the  1989  biennium  to  the  1991 
biennium.  Fiscal  1988  equipment  expenditures  were  $9,511  higher  than  the 
amount  budgeted  by  the  1987  legislature.  Again,  this  higher-than-budgeted 
expenditure  was  possible  due  to  excess  vacancy  savings.  The  $2,500  included 
each  year  in  the  1991  biennium  budget  is  more  representative  of  the  amount 
appropriated  by  the  1987  legislature. 

Non-operating  costs  are  the  transfer  of  operating  funds  from  the  long-range 
building  cash  accovint  to  a  state  special  revenue  account. 

Funding 

The  Architecture  and  Engineering  Division  is  funded  from  the  long  range 
building  cash  account.  This  account  receives  20.25  percent  of  the  cigarette  tax, 
interest  on  bond  proceeds,  and  supervisory  fees  which  the  division  collects  for 
assisting  with  non- long- range  building  cash  projects.  The  amount  needed  to 
operate  the  Architecture  and  Engineering  Division  is  transferred  from  the  long- 
range  building  cash  account  to  a  separate  account  in  the  state  special  revenue 
fund. 


PROCUREMENT  AND  PRINTING  DIVISION 

In  fiscal  1988,  the  Department  of  Administration  consolidated  two  divisions 
into  line,  reducing  administrative  costs  in  the  process.  The  two  former  divisions. 
Publications  and  Graphics  Division  and  Purchasing  Division,  were  combined  when 
one  of  the  division  administrators  left  state  government.  The  combined  division, 
called  the  Procurement  and  Printing  Division,  is  now  headed  by  one  division 
administrator.  The  former  Publications  and  Graphics  Division  administrator's 
position  was  reclassified  at  an  estimated  annual  $26,250  savings.  The  cost  of  the 
current  division  administrator's  position  is  now  shared  one- third  each  by  the 
Property  and  Supply  Bureau,  the  Purchasing  Bureau,  and  the  Publications  and 
Graphics  Bureau. 

The  budget  analysis  for  the  Procurement  and  Printing  Division  is  presented 
in  the  following  groupings: 
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Publications  and  Graphics  Bureau 

Purchasing  and  Print  Coordinator  Program 

Internal  Operations  Program 

Administration  Program 
Property  and  Supply  Bureau 
Purchasing  Bureau 

Appropriations  are  established  at  the  program  level  in  the  Publications  and 
Graphics  Bureau  and  at  the  bureau  level  for  the  Property  and  Supply  Bureau  and 
the  Purchasing  Bureau.  A  division  summary  is  not  presented  in  the  analysis 
because  the  appropriations  are  at  the  sub -division  level. 


PROCUREMENT  AND  PRINTING  DIVISION 
PUBLICATIONS  AND  GRAPHICS-PURCHASING  AND  PRINT  COORDINATOR 


Budget  Item 

Actual 

Fiscal 

1988 

Appropriated 

Fiscal 

1989 

-  -  Current 
Fiscal 
1990 

Level  

Fiscal 
1991 

'/.   Change 
1989-91 

Biennium 

F.T.E. 

2.50 

2.50 

2.50 

2.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

2 

,538, Bl** 
-0- 

$   55,00<t 
1,981,089 
-0- 

$ 

2 

$2 

49,529 

,107,972 

396 

,157,697 

$   <*9,494 

2,178,857 

352 

$2,228,703 

(1.13) 
(5.15) 
0.00 

Total  Expenditures 

$2 

mim 

$2,05^,093 

(5.05) 

Fund  Sources 

Proprietary  Fund 

$2 

,585,'»61 

$2,034,093 

$2 

,157,697 

$2,228,703 

(5.05) 

Program  Description 

The  purchasing  and  print  coordination  function  of  the  Publications  and 
Graphics  Bureau  was  authorized  by  the  1985  legislature  as  the  central  agency  to 
procure  private  printing  contracts  on  behalf  of  other  state  agencies.  This 
program  also  monitors  the  awarded  contracts,  performs  a  compliance  inspection 
upon  delivery  of  the  product,  and  audits  all  claims  prior  to  payment. 

Budget 

The  current  level  budget  decreases  5.05  percent  from  the  1989  biennium  to 
the  1991  biennium.  This  results  because  fiscal  1988  actual  expenditures  include 
$499,500  budget  amendment  expenditures.  Without  the  budget  amendment 
expenditures,  the  overall  change  is  a  6.5  percent  increase  between  bienniums. 
Most  of  the  increase  is  attributable  to  anticipated  price  increases  in  the  1991 
biennium. 

Personal  services  decrease  1.13  percent  due  to  employee  turnover  resulting 
in  lower  costs  than  budgeted.      This  is  offset  somewhat  due  to  the   14.8  percent 
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vacancy  savings  rate  experienced  by  this  program  in  fiscal   1988. 
vacancy  savings  is  applied  in  the  1991  biennium. 


Four  percent 


Operating  expenses  are  primarily  costs  passed  through  to  other  state 
agencies  for  printing  jobs  that  have  been  sent  out  to  private  vendors.  The 
decrease  is  due  to  the  l)udget  amendment  being  included  in  fiscal  1988. 

The  agency  has  requested  minor  office  equipment  each  year  of  the  1991 
biennium. 

Funding 

The  purchasing  and  print  coordination  function  is  funded  from  the  proprie- 
tary fund  account  of  the  Publications  and  Graphics  Bureau.  The  fee  charged  for 
bid  letting,  purchase  order  issuance,  print  coordination,  claims  audit,  and  invoice 
payment  is  based  on  the  dollar  value  of  the  approved  invoice.  The  maximum  fee 
per  job  is  $500  plus  the  cost  of  the  printing  job.  In  fiscal  1988,  the  total 
revenue  for  this  program  was  $2,587,749. 


PROCUREMENT  AND  PRINTING  DIVISION 
PUBLICATIONS  AND  GRAPHICS  BUREAU- INTERNAL  OPERATIONS  PROGRAM 


Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

18.50 

22.50 

19.00 

23.00 

0.50 

Personal  Services 

$ 

^cao* 

$  '^96,778 

$  'i24,'»31 

$  497,502 

(0.61) 

Operating  Expenses 

5^,127 

779,186 

517,391 

603,124 

(15.331 

Equipment 

-0- 

-0- 

60,8't7 
$1,002,669 

70,924 
$1,171,550 

0.00 

Total  Operating  Costs 

$ 

97^^,951 

$1,275,964 

(3.41) 

Non-Operating  Costs 

— 

118,301 

123,913 

53,807 

53,807 

(55.57) 

Total  Expenditures 

$1 

,093,232 
======== 

$1,399,877 

$1,056,^76 

$1,225,357 

lAAll 

Fund  Sources 

Propri'^tary  Fund 

!l 

,093,232 

$1,399,877 
========== 

$1,056,476 

========== 

$1,225,357 

========== 

L_§i^Zi 

Program  Description 

The  operations  program  of  the  Publications  and  Graphics  Bureau  includes  the 
pre -press  and  printing  functions,  such  as  publication  design  and  illustrative  art, 
typography,  reprographics,  and  duplicating  and  binding. 

Budget 

The  current  level  budget  decreases  8.47  percent  from  the  1989  biennium  to 
the    1991    biennium    due    primarily    to    fiscal    year    1989    appropriated    expenditures 
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being  much  higher  than  requested  by  the  agency  in  fiscal  1991.  Expenditures  in 
this  program  are  biennially  cyclical,  with  the  second  year  of  the  biennium  always 
showing  higher  budgets  and  expenditures  due  to  legislative  sessions. 

Personal  services  are  budgeted  to  decrease  0.61  percent,  even  though  there 
is  a  0.5  FTE  increase.  The  decrease  is  due  to  an  actual  fiscal  year  1988  vacancy 
savings  rate  of  0.69  percent  while  the  agency  requested  4  percent.  The  current 
level  budget  reflects  the  agency's  request.  The  0.5  FTE  is  transferred  from  the 
Administration  Program.  There  is  no  net  change  in  FTE  for  the  Publications  and 
Graphics  Bureau. 

Operating  expenses  are  budgeted  to  decrease  15.33  percent.  As  indicated 
above,  most  of  this  decrease  is  due  to  fiscal  year  1989  appropriated  expenditures 
being  much  higher  than  requested  by  the  agency  for  fiscal  1991.  Another  cause 
of  the  decrease  is  that  the  bureau  miscoded  $40,088  of  expenditures  in  this 
program  which  should  have  been  recorded  in  the  Administration  Program. 
Finally,  the  current  level  budget  does  not  include  the  agency's  request  for  two 
base  expansions:  1)  $2,500  each  year  for  contracted  graphic  artist  services; 
and  2)  an  additional  $9,156  each  year  for  printer  maintenance.  The  agency  failed 
to  show  how  including  the  $2,500  annually  for  contracted  graphic  artists  would 
reduce  the  cost  of  the  Publications  and  Graphics  Bureau  to  the  user  agencies. 
The  increased  costs  for  printer  maintenance  was  not  included  because  the  agency 
did  not  utilize  its  base-expanded  printer  maintenance  budget  in  fiscal  1988  which 
was  authorized  by  the  1987  legislature. 

The  equipment  budget  includes  $60,000  and  $70,000  in  fiscal  1990  and  1991, 
respectively,  to  purchase  printing  and  duplicating  equipment  outright  rather  than 
on  a  lease  purchase  contract. 

Non- operating  costs  are  debt  service  on  replacement  equipment  for  the 
capitol  and  SRS  quick  copy  centers. 

Funding 

The  program  is  fimded  by  the  bureau's  proprietary  fund  account.  The  fee 
charged  for  the  program's  services  is  based  on  the  number  of  copies,  amount  of 
time  spent  on  the  specific  job  by  the  graphic  artist  or  typesetter,  and  other  more 
specialized  rates.  In  fiscal  1988,  the  program  generated  $1,239,661  fee  revenue 
from  its  services. 
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PROCUREMENT  AND  PRINTING  DIVISION 

PUBLICATIONS  AND  GRAPHICS  BUREAU 

-ADMINISTRATION  PROGRAM 

Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

5.83 

5.50 

5.33 

5.33 

(0.50) 

Personal  Services 

$137,566 

$156,852 

$131,201 

$131,284 

(10.851 

Operating  Expenses 

362,735 

308,095 

496,012 

514,573 

50.65 

Equipment 

31,«0 

-0- 

3,289 
$630,502 

3,423 
$649,280 

(78.64) 

Total  Operating  Costs 

$531,721 

$46<i,947 

28.41 

Non-Operating  Costs 

142,0^3 

251,6^0 

105,133 

92,567 

(49.78) 

Total  Expenditures 

$673,76^ 

$716,587 

!Z5§i§15 

$741,847 

-AAl. 

Fund  Sources 

Proprietary  Fund 

$673,76* 

$716,587 

======== 

$735,635 

======== 

$741,847 

======== 

.A:ll. 

Program  Description 

This  program  is  responsible  for  the  administration  of  the  Publications  and 
Graphics  Bureau  and  operates  the  state's  photocopier  pool. 

Budget 

The  current  level  budget  shows  a  6.27  percent  overall  increase  in  the  1991 
biennium  from  the  1989  biennium.  Personal  services  decrease  10.85  percent  due 
to  the  transfer  of  a  0.5  FTE  to  the  Operations  Program  and  the  turnover  of  the 
former -division  administrator  resulting  in  consolidation  of  two  divisions  within  the 
department.  Actual  vacancy  savings  in  fiscal  1988  was  15.67  percent;  four 
percent  vacancy  savings  is  included  in  the  1991  biennium  budget. 

Operating  expenses  increase  significantly  in  the  1991  biennium  due  to  a 
change  in  the  bureau's  method  of  acquiring  photocopy  pool  goods  and  services. 
A  1987  legislative  performance  audit  recommended  the  bureau  investigate  the 
feasibility  of  obtaining  photocopiers  and/or  photocopies  on  term  contract  rather 
than  going  out  to  bid  quarterly,  as  was  the  practice  at  the  time  of  the  audit. 
The  department  proceeded  with  obtaining  a  term  contract  for  the  photocopy  pool. 
The  bureau,  which  has  the  responsibility  of  determining  the  best  way  to  meet  a 
user  agency's  photocopying  needs,  has  the  option  of  purchasing  copies  for  a 
fixed  rate  per  copy  under  the  term  contract  or  of  purchasing  a  copier.  The 
current  level  budget  includes  $265,000  authority  for  buying  copies  under  term 
contract  in  each  year  of  the  1991  biennium.  This  compares  to  $66,348  recorded  in 
this  program  in  fiscal  1988.  As  noted  in  the  operations  program,  an  additional 
$40,088  should  have  been  recorded  in  this  program  in  fiscal  1988,  making  the 
adjusted  fiscal  1988  expenditure  for  buying  copies  $106,436.  Photocopy  machine 
maintenance  decreases  approximately  $65,000  annually  in  the  1991  biennium  due  to 
implementing  the  photocopy  pool  term  contract. 
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The  current  level  budget  includes  $2,089  and  $2,223  for  office  equipment  in 
fiscal  years  1990  and  1991,  respectively;  $1,200  annually  is  included  for  software 
upgrades.     This  reflects  the  agency's  request. 

Non- operating  costs  include  the  principal  and  interest  payments  of  leased 
photocopying  equipment.  These  costs  decrease  as  the  bureau  is  purchasing 
copies  under  the  term  contract.  The  costs  that  are  included  in  the  1991  biennium 
are  for  high  volume  copiers  purchased  under  lease  from  the  manufacturer. 

Funding 

The  Administration  Program  is  funded  from  the  bureau's  proprietary  fund. 
The  cost  of  the  administrative  function  of  the  program  is  funded  by  an  overhead 
allocation  included  in  all  rates  charged  user  agencies  for  all  services.  The  cost 
of  the  photocopying  function  of  the  program  is  recovered  through  fees  assessed 
agencies  based  on  the  number  of  copies  made.  In  fiscal  1988,  the  revenue 
received  for  photocopy  services  was  $575,028. 


PROCUREMENT  AND 

PRINTING 

DIVISION  -- 

PROPERTY 

AND  SUPPLY 

BUREAU 

Actual 

Appropriated 

-   -   -  Current  Level   -   -   - 

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

15.3<V 

15.50 

15.34 

15.34 

0.00 

Personal  Services 

$      SB-i.^EP 

$     355,265 

$      342,157 

$     342,212 

(3.57) 

Operating  Expenses 

2,510,516 

2,521,578 

2,608,264 

2,694,813 

5.39 

Total  Expenditures 

$2,86'i,9<t5 

$2,876,843 

$2,950,421 

========== 

$3,037,025 

========== 

4.28 

====== 

Fund  Sources 

Proprietary   Fund 

$2,864,945 

$2,876,843 
========== 

$2,950,421 
========== 

$3,037,025 

4.28 

====== 

Program  Description 

Thp  Property  and  Supply  Bureau  provides  centralized  purchasing  and 
disli  ibution  of  office  supplies,  paper,  janitorial  supplies,  and  computer  software 
for  state  agencies.  The  bureau  is  also  responsible  for  the  Surplus  Property 
Program  which  disposes  of  property  no  longer  needed  by  state  agencies. 

Budget 

The  current  level  budget  provides  a  4.28  percent  expenditure  increase  in 
the  1991  biennium  from  the  1989  biennium  due  primarily  to  anticipated  cost 
increases  for  goods  purchased  for  resale  to  state  agencies. 

Full-time  equivalent  positions  are  budgeted  to  remain  at  15.34  in  the  1991 
biennium.  The  0.16  FTE  decrease  between  fiscal  years  1989  and  1990  is  due  to  a 
portion  of  the  division  administrator  position  now  being  paid  by  the  Publications 
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and  Graphics  Bureau.  Personal  services  are  budgeted  to  decrease  3.57  percent 
due  to  termination  and  retroactive  pay  totaling  $5,120  in  fiscal  1988  not  being 
budgeted  in  the  1991  biennium.  The  decrease  is  also  attributable  to  three 
position  turnovers  in  fiscal  1988  which  resulted  in  approximately  $5,100  lower 
personal  services  costs  in  subsequent  years.  This  was  offset  by  approximately 
$2,200  due  to  two  position  upgrades  authorized  in  the  1989  biennium.  Actual 
vacancy  savings  was  4.02  percent  in  fiscal  1988.  The  current  level  budget  uses 
the  agency  requested  3.37  percent. 

Operating  expenses  are  budgeted  to  increase  5.39  percent  from  the  1989 
bienniiim  due  to  inflation  increases  expected  in  the  goods  purchased  for  resale 
expenditure  category.  The  current  level  budget  includes  4  percent  inflation  in 
the  following  expenditure  categories:  office  supplies,  computer  paper,  fine 
paper,  photocopy  supplies,  coarse  paper,  janitorial  supplies,  and  computer 
software.  Four  percent  inflation  was  used  as  an  approximate  general  inflation 
rate  based  on  the  percent  growth  in  the  Consumer  Price  Index  for  fiscal  years 
1985  to  1988.  The  agency  requested  inflation  adjustments  ranging  from  -0.6 
percent  to  18.4  percent  based  on  one  year's  historical  cost;  the  weighted  average 
inflation  adjustment  request  was  7.2  percent. 

Funding 

The  Property  and  Supply  Bureau  is  funded  with  revenue  from  the  sale  of 
merchandise  and  from  fees  assessed  for  the  sale  of  surplus  property.  The 
commodities  sold  by  central  stores  are  sold  to  state  agencies  for  the  cost  of  the 
merchandise  plus  a  "markup"  percentage  determined  by  the  agency.  The  agency 
is  proposing  the  average  markup  percentage  will  be  27  percent  in  fiscal  1990  and 
25  percent  in  fiscal  1991;  this  is  down  from  the  approximate  33  percent  markup  in 
fiscal  1988.  In  fiscal  1988,  the  bureau  generated  $2,948,740  from  the  central 
store  operation  and  $270,649  from  the  surplus  property  program,  or  12  percent 
more  than  the  program  cost.  Twenty- six  percent  of  the  revenue  generated  by 
this  program  in  fiscal  1988  came  from  the  general  fund. 


PROCUREMENT 

AND  PRINTING  DIVISION 

--  PURCHASING  BUREAU 

Actual 

Appropriated 

-   -  -  Current 

Level   

Z  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

12.33 

12.50 

12.33 

12.33 

0.00 

Personal  Services 

$509, 25<* 

$314,475 

$301,839 

$302,164 

(3.16) 

Operating  Expenses 

101,079 

89,931 

104,160 

97,067 

5.35 

Equipment 

28,915 

$439,248 

======== 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$404,406 

$405,999 

$399,231 

__L^i55i 

Fund  Sources 

General   Fund 

$439,248 
======== 

$404,406 

$405,999 

$399,231 

(4.55) 

======== 
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Program  Description 


The  Purchasing  Bureau  provides  a  centralized  purchasing  service  for  state 
agencies  as  required  by  statute.  The  bureau  investigates  possible  sources  for 
products,  determines  alternate  product  possibilities,  prepares  specifications,  and 
enforces  the  terms  and  conditions  outlined  in  purchase  orders  issued.  The 
bureau  ensures  compliance  with  purchasing  law  and  rule  for  agencies  with 
delegated  purchasing  authority  and  provides  technical  assistance  on  agency 
purchases. 

Budget 

The  1991  biennium  current  level  budget  decreases  4.55  percent  from  the  1989 
biennium.  Full-time  equivalent  positions  decrease  between  fiscal  years  1989  and 
1990  because  a  portion  of  the  former  Purchasing  Division  administrator  position  is 
now  paid  by  the  Publications  and  Graphics  Bureau.  Personal  services  decrease 
3.16  percent  due  to  personnel  turnover  and  a  position  downgrade.  The  personal 
services  budget  reflects  the  agency's  request.  Actual  fiscal  year  1988  vacancy 
savings  was  5.6  percent;  four  percent  vacancy  savings  is  applied  in  the  1991 
biennium  budget. 

Operating  expenses  increase  5.35  percent  in  the  1991  biennium.  During 
fiscal  year  1988,  the  agency  transferred  in  $11,000  general  fund  from  the 
Accounting  Division  to  cover  higher-than-budgeted  operating  expenses,  primarily 
printing  costs.  Part  of  the  higher  operating  costs  included  approximately  $7,500 
for  printing  and  distributing  a  vendor  manual.  This  expense  is  expected  to  be 
incurred  one  year  in  each  biennium,  according  to  the  bureau.  Accordingly, 
$7,500  has  been  included  in  fiscal  1990  only  for  printing  and  distributing  a 
vendor  manual. 

The  agency  requested  $5,629  additional  operating  funds  due  to  an  anticipated 
workload  increase.  The  agency  did  not  provide  documentation  to  support  its 
request;  therefore,  the  additional  funds  were  not  included  in  the  current  level 
budget. 

Funding 

The  Purchasing  Bureau  is  funded  from  the  general  fund. 

INFORMATION  SERVICES  DIVISION 

The  Information  Services  Division  is  comprised  of  five  subprograms: 
resource  management  and  administration,  central  computer  operations,  information 
service,  systems  development,  and  telecommunications.  These  subprograms  are 
presented  separately  in  the  budget  analysis. 
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INFORMATION  SERVICES  DIV. --RESOURCE  MANAGEMENT  AND  ADMINISTRATION 


Actual 

Appropriated 

Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

7.00 

7.00 

7.00 

7.00 

0.00 

Personal  Services 

$238,710 

$237,072 

$238,048 

$238,765 

0.22 

Operating  Expenses 

157,891 

57,540 

91,568 

56,913 

(31.08) 

Equipment 

7'»6 
$397,3<»7 

-0- 

6,050 
$335,666 

6,050 
$301,728 

1521.98 

Total  Expenditures 

$294,612 

_-lZl§?i 

Fund  Sources 

Proprietary  Fund 

$397,347 

$294,612 

$355,666 

$301,728 

__LZ:.§?i 

Program  Description 

The  Resource  Management/ Administration  Program  administers  the  Information 
Services  Division  and  controls,  coordinates,  and  plans  for  statewide  data 
processing  and  information  services. 

Budget 

The  1991  biennium  current  level  budget  provides  a  7,89  percent  decrease 
from  the  1989  biennium,  due  primarily  to  reduced  operating  expenses. 

Personal  services  remain  fairly  level  in  the  1991  biennium.  Vacancy  savings 
is  applied  at  2.95  percent  per  the  agency's  request. 

Operating  expenses  decrease  31.08  percent  in  the  1991  biennium  due  to  con- 
sulting and  professional  services  decreasing  from  $95,000  expended  in  fiscal  year 
1988  to  $9,800  budgeted  in  fiscal  year  1990.  Increased  audit  costs,  legal  fees, 
printing  costs,  and  new  costs  for  on-line  accounting  adds  $17,352  to  the  fiscal 
1990  budget.  The  division  overexpended  its  operating  budget  by  nearly  100 
percent  in  fiscal  1988  due  primarily  to  funding  a  consulting  contract  which  was 
not  budgeted. 

The  current  level  budget  includes  $6,050  each  year  of  the  biennium  to 
replace  six  to  seven -year -old  computer  equipment. 

Funding 

The  Resource  Management  and  Administration  Program  is  funded  from  the 
division's  proprietary  account. 
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INFORMATION  SERVICES  DIVISION—CENTRAL  COMPUTER  OPERATIONS 


Actual 

Appropriated 

-  -  -  Current 

Level  

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

75.95 

76.  ^ 

69.95 

69.95 

(<f.00) 

Personal  Services 

$1,896,5« 

$1,918,2<»2 

$1,858,057 

$1,859,523 

(2.551 

Operating  Expenses 

1,875,732 

2,^128,820 

2,301,782 

2,400,50'i 

9.2"* 

Equipment 

881,673 

1,3^0,963 

500,000 

500,000 

(55.01) 

Total  Operating  Costs 

$'»,653,9<»8 

$5,688,025 

$'♦,659,839 

$<»,760,027 

(8.92) 

Hon-Operating  Costs 

1,210,000 

-0- 

832,373 

853,166 

(39.30) 

Total  Expenditures      f§>§^3,9^8      $5,688,025       $5,492,212      $5,613,193 
Fund  Sources 
Proprietary  Fund  $5,863,9<^      $5,688,025       $5,492,212      $5,613,193 


Program  Description 

The  Central  Computer  Operations  Program  provides  mainframe  computer 
processing  24  hours  a  day,  7  days  a  week.  Other  services  include  data  network 
control  and  management,  data  entry  and  word  processing,  problem  resolution, 
technical  support,  and  records  management. 

Budget 

The  1991  biennium  current  level  budget  provides  a  3.87  percent  decrease 
from  the  1989  biennium  due  to  a  budgeted  decrease  in  equipment. 

The  division  transferred  2.50  FTE  out  of  this  program  in  fiscal  year  1988. 
One  FTE  was  transferred  to  the  Information  Center,  1.00  FTE  was  transferred  to 
the  Systems  Development  Bureau,  and  0.50  FTE  was  transferred  to  the  Telecom- 
munications Bureau.  The  current  level  budget  deletes  4.00  FTE  data  entry 
operators  in  the  1991  biennium.  These  FTE  are  no  longer  needed  because  the 
SBAS  on-line  entry  and  edit  system  allows  state  agencies  to  enter  information 
directly  from  their  own  computer  terminals  rather  than  sending  data  input  forms 
to  the  Information  Services  Division  for  data  entry.  The  FTE  reduction  causes 
the  2.55  percent  personal  services  budget  decrease.  Actual  vacancy  savings  was 
5  percent  in  fiscal  year  1988  while  2.95  percent  is  applied  in  each  year  of  the 
1991  biennium.  The  vacancy  savings  applied  in  this  and  all  other  division 
programs  is  based  on  division -wide  actual  vacancy  savings  experienced  in  fiscal 
year  1988. 

Operating  expenses  increase  9.24  percent,  due  primarily  to  expected  cost 
increases  in  software  rental  and  maintenance  and  demand  increases  in  microfilm 
and  communications. 
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Equipment  is  budgeted  to  decrease  55.01  percent  from  the  1989  biennium. 
Equipment  expenditures  in  this  program  have  increased  from  $13,541  in  fiscal  1986 
to  $881,674  in  fiscal  1988.  The  current  level  budget  includes  $500,000  annually 
for  equipment  purchases. 

Non- operating  costs  are  debt  service  for  equipment.  The  1987  legislature 
appropriated  $1,525,960  in  fiscal  year  1988  and  $1,340,963  in  fiscal  year  1989  for 
equipment.  A  portion  of  that  appropriation  was  for  debt  service  on  equipment 
purchases.  The  agency  correctly  recorded  the  installment  purchases  as  debt 
service.  Future  debt  service  commitments  should  be  appropriated  as  debt 
service.  This  difference  between  how  funds  were  appropriated  versus  how  they 
were  spent  explains  the  difference  between  fiscal  years  1988  and  1989.  The  1991 
biennial  debt  service  expenditures  are  budgeted  at  a  lower  level  than  spent  in 
fiscal  year  1988  due  to  retiring  financial  obligations  since  the  base  year. 

Funding 

The  Central  Computer  Operations  Program  is  funded  from  the  fees  charged 
state  agencies  for  the  services  it  provides.  In  fiscal  1988,  $6,469,000  was 
collected  from  users,  or  10  percent  more  than  the  cost  of  the  program.  This 
program  generates  additional  revenue  which  provides  a  subsidy  to  other  non- self 
sufficient  programs  in  the  Information  Services  Division. 


INFORMATION  SERVICES  DIVISION—INFORMATION  CENTER 


Actual 

Appropriated 

Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Hem 

1988 
14.00 

1989 

1990 
14.00 

1991 
14.00 

Biennium 

F.T.E. 

12.00 

0.00 

Personal  Services 

$5^6,729 

$334,596 

$382,653 

$383,392 

12.43 

Operating  Expenses 

92,136 

77,373 

92,508 

92,619 

9.21 

Equipment 

44,057 

36,000 

36,805 

36,805 

(8.051 

Total  Expenditures 

$48Z,9Z2 

======== 

$447,969 

$511,966 

======== 

$512,816 

======== 

19i??_ 

Fund  Sources 

Proprietary  Fund 

$482,922 

$447,969 

$511,966 

$512,816 

10^09 

Program  Description 

The  Information  Center  Bureau  of  the  Information  Services  Division  provides 
user  assistance,  trains  users  on  mainframe  and  microcomputer  products,  provides 
technical  support  for  microcomputers  and  word  processing  systems,  and  provides 
consultation  on  office  automation  needs,  system  selection,  and  implementation 
planning. 
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Buflget 


The    current   level    budget    provides    a    10.09    percent    increase    in    the  1991 

biennium  due   to   the   division   transferring  2.0   FTE   to  this   program   in   the  1991 

biennium.      The  positions  were  first  transferred  into   this  program  in  fiscal  year 
1988. 


Personal  services  increase  12.43  percent  due  to  the  FTE  transfer, 
savings  is  applied  at  2.95  percent. 


Vacancy 


Operating  expenses  increase  9.21  percent  due  to  goods  for  resale  being 
added  back  to  this  program.  Goods  for  resale  (software)  was  removed  from  the 
budget  at  the  agency's  request  and  the  function  was  transferred  to  Central 
Stores.  The  division  has  resumed  supplying  agencies'  software  on  a  limited 
basis.  The  current  level  includes  $24,500  per  year  for  this  expense  which  is  the 
amount  spent  in  fiscal  1988. 

The  legislature  authorized  $36,000  for  computer  hardware  and  software 
expenditures  in  both  years  of  the  1989  biennium.  The  division  spent  $44,057  on 
equipment  in  fiscal  1988.     The  current  level  budget  includes  $36,805  annually. 

Funding 

The  Information  Center  Program  is  funded  from  fees  charged  state  agency 
computer  users  and  a  general  subsidy  from  the  computer  services  proprietary 
account.  In  fiscal  1988,  $191,649  was  collected,  or  approximately  40  percent  of 
the  cost  of  operating  the  program. 


INFORMATION  SERVICES  DIVISION- -SYSTEMS  DEVELOPMENT 


Budget  Item 

Actual 

Fiscal 

1988 

Appropriated 

Fiscal 

1989 

-  -  -  Current 
Fiscal 
1990 

Level  

Fiscal 
1991 

■/.   Change 

1989-91 

Biennium 

F.T.E. 

Z3.00 

Z3.00 

23.00 

25.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$757,^28 

106,271 

'♦,977 

$860,676 

$   756,952 
388,683 
-0- 

$756,516 
175,558 
<tO,000 

$9'i9,85'f 

======== 

$757,956 
175,'i95 
-0- 

(1.55) 
(29.93) 
705.70 

!■  •  >1  Expenditures 

$1,125,655 

??lh*5i 

(6.67) 

======= 

Fund  Sources 

Proprietary  Fund 

$868,676 

$1,125,655 

$9<f9,854 

$911, -iSl 

(6.67) 

Program  Description 

The  Systems  Development  Bureau  of  the  Information  Services  Division  is 
responsible  for  planning,  designing,  developing  and  supporting  application 
systems  for  state  agencies. 
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Budget 


The  current  level  budget  provides  a  6.67  percent  decrease  from  the  1989 
biennium  to  the  1991  biennium.  Personal  services  decrease  while  FTE  remain 
constant  because  the  experienced  vacancy  savings  rate  in  fiscal  1988  was  1.4 
percent;  2.95  percent  is  applied  in  the  1991  biennium  at  the  agency's  request. 
Another  factor  contributing  to  the  personal  services  decrease  is  the  net  result  of 
internal  position  changes,  an  approximate  $10,000  decrease. 

Operating  expenses  are  the  largest  contributor  to  the  overall  program 
decrease.  Software  rental  expenditures  were  formerly  budgeted  in  this  program 
in  the  1989  biennium  but  are  now  budgeted  in  the  Central  Computer  Operations 
Program . 

The  current  level  equipment  budget  includes  $40,000  in  fiscal  1990  only  to 
enable  the  Systems  Development  Program  to  purchase  personal  computers  for  its 
systems  development  staff. 

Funding 

The  Systems  Development  Program  is  funded  from  fees  it  charges  agencies 
for  developing  system  applications  reflecting  agencies'  needs.  The  program  is 
also  subsidized  by  the  division's  proprietary  account.  In  fiscal  1988,  $616,508 
was  collected  from  services  provided  other  state  agencies,  or  approximately  71 
percent  of  the  cost  of  the  program. 


INFORMATION 

SERVICES 

DIVISION-  -TELECOMMUNICATIONS  BUREAU 

Actual 

Appropriated 

Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 
16.64 

1989 

1990 
16.64 

1991 
16.64 

Biennium 

F.T.E. 

16.14 

0.00 

Personal  Services 

$     505,333 

$     '♦82,941 

$     501,191 

$     501,861 

1.50 

Operating   Expenses 

'♦,156,881 

5,729,908 

4,500,526 

4,589,452 

(8.06) 

Equipment 

357,530 
$5,019,7^ 

-0- 

-0- 

-0- 

(100.00) 

Total  Operating  Costs 

$6,212,849 

$5,001,717 

$5,091,313 

(10.15) 

Hon-Op<?rating   Costs 

3, 342, 770 

1,754,398 

2,782,413 

2,942,079 

(1.91) 

Total  Expenditures 

f8,362,51^ 

$7,967,247 

$7,784,130 

$8,033,392 

======r=== 

__L5il5i 

Fund  Sources 

Proprietary 

!?il62,51^ 

_$7,967,247 

$7,784,130 

$8,033,392 

__(^3^14J 

Program  Description 

The     Telecommunications     Bureau     of     the     Information     Services     Division     is 
responsible    for    the    operation    of    the    state    telephone    system,     designing    and 
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developing  telecommunication  systems,   technical  service  and  support,  and  planning 
and  coordinating  statewide  telecommunications  in  general. 

Budget 

The  current  level  budget  provides  a  3.14  percent  decrease  in  the  1991 
biennium  from  the  1989  biennium.  This  is  due  to  reduced  equipment  expenditures 
as  discussed  below. 

Personal  services  increase  slightly  in  the  1991  biennium.  The  division 
transferred  in  a  0.5  FTE  from  the  Central  Computer  Operations  Program  resulting 
in  higher  costs  in  this  program. 

Operating  expenses  decrease  8.06  percent  due  to  the  fiscal  1989 
communications  budget  being  much  higher  than  realized  in  fiscal  1988  or  requested 
for  fiscal  1990  and  1991.  Another  factor  contributing  to  the  biennial  decrease  is 
that  approximately  $300,000  of  debt  service  expenses  were  inappropriately 
classified  as  operating  costs  when  the  appropriation  was  estabUshed  In  the  1987 
session . 

The  bureau  requested  $100,000  annually  for  increased  data  circuit  costs  that 
would  be  incurred  if  the  instant  on-line  lottery  modified  is  approved  by  the 
legislature.  Since  this  lottery  game  is  a  modified  request,  not  current  level,  the 
current  level  budget  does  not  include  additional  authority  for  this  purpose  in  the 
Telecommunications  Bureau . 

The  1987  legislature  did  not  authorize  equipment  purchases  for  this  program 
in  the  1989  biennium.  In  fiscal  1988,  the  division  expended  $253,687  for 
communications  equipment,  and  $103,843  for  computer  and  office  equipment.  The 
current  level  budget  does  not  include  funds  for  equipment  in  the  1991  biennium. 
The  agency  requested  $796,000  for  equipment  in  the  1991  biennium. 

Non-operating  costs  are  debt  service  payments  on  telephone  equipment.  The 
fluctuations  in  these  costs  are  due  to  a  one-time  early  payment  in  fiscal  1988  and 
debt  service  on  telephone  equipment  (other  than  equipment  covered  by  the  lease 
participation  certificate)  being  inappropriately  classified  as  operating  costs  in 
fiscal  1989.  The  increase  from  fiscal  1989  is  attributable  to  all  debt  service 
payments  being  properly  classified  and  an  increase  in  the  debt  service  amounts. 

Funding 

The  Telecommunications  Bureau  is  funded  from  fees  charged  state  agencies 
for  tflophone  equipment,  state  telephone  network,  data  lines,  and  other  services. 
In  fiscal  1988,  the  program  collected  $8,234,165  from  state  agencies  and  others  for 
its  services,  or  98  percent  of  the  cost  of  the  program.  Since  there  is  no  other 
program  from  which  to  receive  a  subsidy,  the  deficit  was  made  up  by  available 
cash  in  the  fund  balance. 
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Actual 

Appropriated 

-  -  -  Current 

Level  

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

1988 

1989 

1990 

1991 

Biennium 

2.00 

2.00 

2.00 

2.00 

0.00 

$70,265 

$62,889 

$69,006 

$69,078 

3.70 

7,781 

13,782 

7,939 

8,153 

(25.37) 

1,13't 

-0- 

-0- 

-0- 

(100.00) 

f79,180 

$76,671 

======= 

$76,945_ 

$77,231 

__n.07) 

f79,180 

$76,671 

======= 

$76,9« 

$77,231 

======= 

..SX-.Vl 

INFORMATION  SERVICES  DIVISION- -911  EMERGENCY  PROGRAM 


Budget  Item 

F.T.E. 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Fund  Sources 

Proprietary  Fund 


Program  Description 

The  911  Emergency  Program  was  authorized  by  the  1985  legislature  to  allow 
the  development  of  a  statewide  system  for  911  emergency  telephone  help  from  a 
public  safety  agency.     The  program  became  effective  January  1,   1987. 

Budget 

The  current  level  budget  reflects  the  agency's  request.  Personal  services 
are  higher  in  fiscal  1988  than  in  fiscal  1989  because  the  positions  were  budgeted 
at  step  2  and  were  filled  at  higher  steps.  Additionally,  one  of  the  two  positions 
was  upgraded  one  grade.  The  overall  impact  of  the  personal  services  changes  is 
an  annual  $12,000  salary  increase  over  the  fiscal  1989  budgeted  level.  Vacancy 
savings  is  applied  at  2.95  percent. 

Operating  expenses  decrease  25.37  percent.  The  division  spent 
approximately  57  percent  of  its  operating  budget  in  fiscal  1988  in  order  to  fund 
the  increased  personal  services  costs.  Operating  costs  are  continued  at  the 
reduced  level  per  the  agency's  request. 

No  equipment  is  requested  for  the  1991  biennium. 

Funding 

The  Emergency  911  Program  is  funded  from  a  portion  of  the  monthly  25  cent 
fee  assessed  telephone  subscribers  across  the  state. 
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GENERAL 

SERVICES 

DIVISION   - 

-   SECURITY 

PROGRAM 

Actual 

Appropriated 

-    -   -  Current   Level   -   -   - 

/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

2.00 

2.00 

Z.OO 

2.00 

0.00 

Personal   Services 

$55,869 

$54,810 

$54,897 

$54,667 

(1.01) 

Operating   Expenses 

159 

153 

149 

154 

(2.88) 

Total  Expenditures 

$56,028 

======= 

$54,963 

======= 

$55,046 
======= 

!5^1§?i 

__(_i^on 

Fund  Sources 

General  Fund 

$55,0'»2 

$54,963 

$55,046 

$54,821 

(0.13) 

Other  Fund 

986 

$56,028 

======= 

-0- 

-0- 

-0- 

(100.00) 

Total   Funds 

!55i?§3 

$55,046 

$54,821 

(1.01) 

======== 

Program  Description 

The  Security  Program  provides  security  for  the  Governor. 

Budget 

The  current  level  budget,  which  reflects  the  agency's  request,  provides  a 
1.01  percent  decrease  in  the  1991  biennium.  Personnel  turnover  resulted  in  lower 
personal  services  costs.  As  requested  by  the  agency,  a  4  percent  vacancy 
savings  rate  is  used  in  the  budget.  Actual  vacancy  savings  in  fiscal  year  1988 
was  2.3  percent. 

Funding 

The  Security  Program  is  funded  by  general  fund. 
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GENERAL  SERVICES  DIVISION 


Actual 

Appropriated 

-  -  -  Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Men. 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

-^6.00 

'♦6.00 

46.00 

46.00 

0.00 

Personal  Services 

$   966,305 

$   994,502 

$   964,772 

$  968,617 

(1.40) 

Operating  Expenses 

2,154,168 

2,602,200 

2,545,974 

2,617,151 

8.55 

Equipment 

2,837 
$3,123,310 

-0- 

6,000 
$3,516,746 

6,000 
$3,591,768 

322.98 

Total  Operating  Costs 

$3,596,702 

5.78 

Non-Operating  Costs 

58,27* 
$3,181,58^ 

-0- 

58,801 
$3,575,547 

58,801 
$3,650,569 

101.81 

Total  Expenditures 

$3,596,702 

__6^61_ 

Fund  Sources 

General  Fund 

$  215,259 

$  366,033 

$  365,137 

$  373,175 

27.01 

Proprietary  Fund 

2,966,325 

3,230,669 

3,210,410 

3,277,394 

4.69 

Total  Funds 


$3,181,584 


$3,596,702 


$3,575,547 


$3,650,569 


ISSUES 


Fiscal  1990  

General  Fund       Other  Funds 


Fiscal  1991  

General  Fund      Other  Funds 


1.  Rental  Rate 
Option  Ai 
Option  Bi 

*   Removed  from  agency  budgets. 


$(73,657)* 
-0- 


$(45,145)» 
-0- 


$(  42,090 )»       $(25,797)» 
-0-  -0- 


Program  Description 

The  General  Services  Division  provides  maintenance,  janitorial,  and  security 
services  for  38  buildings  with  a  total  of  883,918  occupied  square  feet  located 
primarily  in  the  capitol  complex. 

Budget 

The  current  level  budget  provides  a  6.61  percent  increase  in  the  1991 
biennium  from  the  current  biennium.  This  is  attributable  primarily  to  anticipated 
inflation  for  utilities  and  increased  insurance  costs. 

Personal  services  decrease  1.40  percent  due  to  three  position  downgrades 
and  several  positions  being  filled  at  steps  lower  than  budgeted  by  the  1987 
legislature.  Personal  services  increase  in  fiscal  1991  due  to  sufficient  funds 
being  included  to  fund  the  longer  hours  of  the  Capitol  post  office  during  the 
legislative  session. 
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The  $390,000  operating  expenses  increase  from  fiscal  1988  to  fiscal  1990  is 
due  to  $150,000  for  increased  general  fund  support  which  is  recorded  as  rent 
(see  next  paragraph);  approximately  $200,000  for  utility  inflation  and  new  space; 
$23,300  for  increased  insurance;  $4,400  for  janitorial  contract  inflation  through 
fiscal  1989;  $2,400  for  increased  audit  fees;  and  $9,000  in  miscellaneous 
adjustments  and  other  inflation. 

The  general  fund  transfer  to  the  proprietary  account,  which  is  made  to  meet 
generally  accepted  accounting  principles,  is  recorded  as  rent.  The  transfer  (or 
rent  expenditure)  was  $215,259  in  fiscal  1988,  or  $138,022  less  than  budgeted. 
This  was  60  percent  of  the  fiscal  1988  general  fund  appropriation.  Less  general 
fimd  was  spent  because  total  operating  expenditures  were  $293,780  less  than 
appropriated,  primarily  in  utilities.  The  fiscal  year  1990  general  fund  transfer 
amount  is  $365,137,  or  $149,878  more  than  expended  in  fiscal  1988. 

The  agency  requested  $14,400  in  fiscal  1990  and  $16,500  in  fiscal  1991  for 
the  following:  computer  equipment  ($8,900),  carpet  sweepers  ($2,500/yr),  floor 
buffer  ($3,000),  carpet  shampooer  ($4,000),  and  a  hydraulic  man  lift  ($10,000). 
The  current  level  budget  includes  $6,000  annually  for  equipment.  Because  the 
request  was  significantly  higher  than  the  amount  spent  in  recent  years,  the 
legislature  should  evaluate  the  spending  level  it  feels  is  appropriate  for  the 
division  to  spend  in  the  1991  biennium.  The  division  has  averaged  approximately 
$5,700  over  the  last  three  years. 

Non- operating  costs  are  transfers  from  the  capitol  building  fund  to  the 
division's  proprietary  account.  Generally  accepted  accounting  principles  direct 
this  transfer  to  properly  record  proprietary  funded  operations. 

Funding 

The  General  Services  Division  is  fvmded  from  several  sources.  General  fund 
is  appropriated  to  the  division  in  lieu  of  charging  agencies  for  the  "common  area" 
space  in  the  capitol  complex.  This  common  area  includes  legislative  space  in  the 
Capitol,  museum  space  in  the  Historical  Society,  and  the  Governor's  executive 
residence.  The  current  level  budget  uses  12  percent  common  area  allocation,  as 
this  is  the  level  adopted  by  the  1987  legislature.  The  fiscal  1988  appropriation 
was  $353,281;  $215,259  was  actually  spent  in  fiscal  1988.  This  accounts  for  most 
of  the  general  fund  increase  in  the  1991  biennium.  Another  factor  is  the  higher 
budgeted  overall  costs  in  the  1991  biennium. 

Another  funding  source  paid  to  the  General  Services  Division  in  lieu  of 
charging  agencies  for  services  is  $58,801  each  year  from  the  capitol  building 
arcomif.  Tliese  funds,  grouped  in  the  proprietary  fund  category  on  the  main 
table,  are  used  for  capitol  building  maintenance.  Both  the  general  fund  and  the 
capitol  building  funds  are  paid  directly  to  the  division  for  operating  costs  rather 
than  the  division  recovering  these  costs  through  the  rental  rate  charged  to 
agencies  within  the  capitol  complex. 

A  third  funding  source  in  the  General  Services  Division  is  $50,000  each  year 
from  direct  reimbursement  by  state  agencies  for  special  projects,  rather  than 
routine  maintenance.  These  funds  are  also  grouped  in  the  proprietary  fund 
category  on  the  main  table.  If  special  project  costs  are  not  incurred,  the 
revenue  will  not  be  received. 
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The  final  funding  source  in  the  General  Services  Division  is  the  rental  rate 
assessed  state  agencies  on  the  basis  of  square  footage.  The  square  footage  rate 
is  based  on  the  operating  costs  of  the  division  less  the  first  three  funding 
sources  and  the  general  fund  and  capitol  building  fund  transfer  amounts.  The 
remaining  operating  costs  are  then  divided  by  the  occupied  square  footage  in  the 
capitol  complex  to  determine  the  square  footage  rate.  For  the  1991  biennium,  the 
square  footage  rate  is  calculated  from  the  current  level  budget  to  be  no  more 
than  $3.05  in  fiscal  1990  and  $3.12  in  fiscal  1991.  Rental  charges  total  $2,584,888 
in  fiscal  1990  and  $2,643,834  in  fiscal  1991. 


ISSUE  1:     RENTAL  RATE 

As  just  calculated,  the  rental  rate  resulting  from  the  current  level  budget  is 
significantly  less  than  proposed  by  the  department.  The  current  level  rates  are 
$3.05  and  $3.12,  while  the  department-proposed  rates  are  $3.19  and  $3.20.  The 
major  differences  between  the  agency  request  and  the  current  level  budget  are: 
1)  the  current  level  budget  provides  inflation  on  janitorial  contracts  through 
fiscal  1989  only,  while  the  agency  requested  inflation  through  the  1991  biennium; 
and  2)  the  current  level  budget  does  not  include  the  agency's  request  for  $61,930 
in  fiscal  1990  for  two  major  maintenance  projects.  The  base  year  maintenance 
expenditures  were  $88,613. 

In  the  case  of  inflation  on  janitorial  contracts,  most  of  the  cost  is  for 
personal  services.  Granting  an  estimated  inflation  rate  would  be  essentially  the 
same  as  providing  for  a  pay  increase.  State  employee  pay  increases  are  not  built 
into  other  agency  budgets  and,  therefore,  were  not  included  in  the  current  level 
budget. 

The  major  maintenance  budget  was  not  increased.  Since  there  is  an  existing 
$88,613  base,  the  current  level  budget  assumes  the  new  projects  can  be 
prioritized  with  other  current  level  projects. 

The  higher  rates  proposed  by  the  department  will  result  in  collecting 
$118,802  in  fiscal  1990  and  $67,887  in  fiscal  1991  more  from  user  agencies  than 
current  level  rates.  Sixty- two  percent  of  the  overallocation,  or  $73,657  in  fiscal 
1990  and  $42,090  in  fiscal  1991,  is  estimated  to  be  general  fund. 

The  legislature  has  the  option  of  reducing  agency  budgets  housed  in  the 
capitol  complex  to  reflect  the  lower  rates.  This  would  save  a  total  of  $186,689  in 
the  1991  bienniiun;  approximately  $115,700  would  be  general  fund  savings. 

Option  A:    Reduce   agency  budgets   to   reflect   rental  rates   of  $3.05  per   square 
foot  in  fiscal  1990  and  $3.12  per  square  foot  in  fiscal  1991. 

Option  B:    Take  no  action. 
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CENTRAL  MAIL  BUREAU 


Actual 

Appropriated 

-  -  -  Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

9.E5 

9.25 

9.25 

9.25 

0.00 

Personal  Services 

$ 

177,793 

$   168,572 

$   172,673 

$   175,006 

0.38 

Operating  Expenses 

925,730 

1,0*9,997 

1,152,311 

1,193,333 

18.79 

Equipment 

$1 

8,323 
,111,8<»6 

6,195 

36,594 
$1,361,578 

-0- 

152.06 

Total  Operating  Costs 

$l,224,76'i 

$1,368,339 

16.89 

Hon-Operating  Costs 

!l 

2,730 
,11^,576 

2, '♦57 
$1,227,221 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$1,361,578 

$1,368,339 

__16^57 

Fund  Sources 

Proprietary  Fund 

?l 

,1K,576 

$1,227,221 

!li 56 1,578 

$1,368,339 

__16^57_ 

Fiscal  1990  

General  Fund       Other  Funds 


1.   Postage  Inflation 
Option  A I 
Option  Bi 
Option  Ci 


$   -0- 

$   -0- 

19,*65» 

28,010* 

-0- 

(36,594) 

MAdded  to  agency  budgets . 


Fiscal 

1991 

(feneral  Fund 

Other  Funds 

$  -0- 

$   -0- 

22,060» 

31,7<»5» 

-0- 

-0- 

Program  Description 

The  Central  Mail  Bureau  serves  as  the  state's  central  mail  operation.  Both 
incoming  U.S.  mail  and  inter- office  mail  are  routed  and  delivered  by  this  bureau 
for  a  majority  of  Helena -based  agencies.  The  bureau  also  picks  up  and  processes 
outgoing  mail  for  user  agencies. 

Budget 

The  current  level  budget  provides  a  16.57  percent  increase  in  the  1991 
biennium  from  the  1989  biennium,  due  primarily  to  higher  postage  costs  than 
budgeted  in  the  1989  biennium  and  an  estimated  4.5  percent  per  year  volume 
increase  based  on  past  revenue  growth.  Actual  fiscal  year  1988  personal  services 
expenditures  exceed  the  budgeted  amounts  for  the  1991  biennium  because  the 
bureau  filled  two  positions,  budgeted  for  a  total  of  2,620  hours,  for  3,844  hours, 
or  47  percent  more  than  budgeted.  There  was  also  very  little  vacancy  savings 
experienced  by  the  bureau  in  fiscal  1988.  The  current  level  budget  applies  no 
vacancy  savings  to  the  1991  biennium  personal  services  budget. 

Operating  expenses  are  budgeted  to  increase  18.79  percent  in  the  1991 
biennium  due  to  higher  postage  costs  and  increased  volume. 
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The  fiscal  1990  equipment  budget  includes  funds  for  upgrading  mail 
equipment  with  a  computerized  system  which  will  speed  up  processing  and 
eliminate  manual  calciilations  for  billing  purposes. 

Non- operating  costs  in  the  1989  biennium  are  debt  service  payments  for  mail 
equipment. 

Funding 

The  Central  Mail  Bureau  receives  its  funding  from  four  sources.  Each  state 
agency  is  assessed  a  fee  for  mail  sorting  and  delivery  based  on  its  volume  of  mail 
in  the  base  year  and  the  number  of  stops  mail  bureau  personnel  must  make  within 
each  agency.  This  is  known  as  "deadhead"  mail.  The  total  deadhead  revenue  is 
estimated  at  $112,188  each  year  of  the  1991  biennium.  The  second  revenue  source 
is  the  overhead  cost  recovered  on  postage  for  outgoing  U.S.  mail.  The  agency 
proposes  a  10  percent  overhead  rate  in  fiscal  year  1990  and  a  7  percent  rate  in 
fiscal  year  1991.  This  is  down  from  17.5  percent  in  the  current  biennium.  The 
current  level  budget  estimates  $107,227  in  fiscal  year  1990  and  $78,436  in  fiscal 
year  1991  will  be  recovered  for  overhead.  The  third  revenue  source  is  a  contract 
with  the  U.S.  Postal  Service  for  $38,976  annually  to  cover  the  cost  of  normal 
operating  hours  of  the  Capitol  post  office  and  other  services  provided  for  the 
U.S.  Post  Office.  The  first  three  revenue  sources  are  deposited  to  a  proprietary 
account  from  which  all  program  costs  are  paid.  The  actual  postage  and  shipping 
costs,  the  fourth  revenue  source,  are  also  recovered  from  the  agencies  and 
deposited  to  this  proprietary  account.  This  source  is  estimated  to  generate 
$1,072,269  in  fiscal  year  1990  and  $1,120,521  in  fiscal  1991.  The  four  revenue 
sources  are  projected  to  produce  insufficient  revenue  to  fully  recover  program 
costs  in  the  1991  biennium.  In  fiscal  1990,  $30,918  will  be  made  up  by  available 
cash  in  the  fimd  balance.  In  fiscal  1991,  $18,217  will  be  needed  to  meet  program 
costs.  In  fiscal  year  1988,  41  percent  of  the  revenue  deposited  into  this 
proprietary  account  came  from  the  general  fund. 

ISSUE  1:     POSTAGE  INFLATION 

The  Central  Mail  Bureau  serves  the  majority  of  state  agencies  in  the  capitol 
complex.  The  postage  budgets  in  those  agencies'  requests,  as  proposed  by  the 
executive  branch,  are  generally  based  on  three  assumptions:  1)  the  fiscal  1988 
actual  expenditures;  2)  no  growth  in  mail  volume;  and  3)  a  3.6  percent  inflation 
adjustment  in  fiscal  1990  only.  Analysis  of  the  Central  Mail  Bureau's  budget 
request  and  financial  records  shows  that  one  of  these  assumptions  is  flawed, 
resulting  in  incorrect  postage  estimates  included  in  all  state  agencies  using  the 
Central  Mail  Bureau  services. 

The  error  is  the  inflation  rate  proposed  by  the  executive  branch.  The 
executive  proposes  a  3.6  percent  inflation  rate  for  increasing  the  base  year 
postage  expenditures  in  fiscal  1990  only.  The  thought  behind  this  proposal  is 
that  the  bureau's  overhead  rate  will  be  decreasing  significantly  in  the  1991 
biennium.  The  postage  rate  increase  assumed  by  the  executive,  combined  with 
the  overhead  rate  decrease,  theoretically  results  in  a  3.6  percent  increase  from 
fiscal  1988  to  1990  and  no  increase  from  fiscal  1988  to  1991.  The  error  occurs  in 
the  executive's  postage  rate  increase  assumption.  The  inflation  estimate  assumes 
the  rate  increases  13.6  percent  which  is  the  increase  from  22  cents  to  25  cents. 
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Since  user  agencies  are  provided  the  cost  benefit  of  receiving  the  presort  postage 
rate,  the  correct  rate  change  upon  which  to  estimate  the  cost  increase  for  user 
agencies  Is  the  increase  from  18  cents  (the  old  presort  rate)  to  22  cents  (the  new 
presort  rate).  This  is  a  22.2  percent  increase.  Table  1  shows  the  estimated 
difference  in  agency  postage  budgets  using  the  executive  inflation  recommendation 
and  the  correct  postage  rate  increase.  As  the  table  shows,  the  agency  budgets 
will  be  short  approximately  $101,000  in  the  1991  biennium  as  a  result  of  using  the 
executive's  postage  inflation  and  proposed  overhead  rates. 

Table  1 

Comparison  of  Postage  and  Overhead  Costs  Incurred  by  User  Agencies 

Executive  Inflation  Rate  Versus  LFA  Inflation  Rate 

1991  Biennium 


Inflation  Rate 

Fiscal  1990 

Fiscal  1991 

1991  Biennium 

Executive 
LFA 

3.6% 
8.4 

0.0% 
5.4 

Postage  and  Overhead 

With  Executive  Inflation 
With  LFA  Inflation 

$1,024,670 
1.072.145 

$     989,064 
1.042.869 

$2,013,734 
2.115.014 

User  Agency  Budget  Deficiency 

h=iAumi 

L=t53.§Q5) 

LaQhiiQi 

The  legislature  has  several  options  to  deal  with  the  budget  deficiency  in 
user  agency  budgets.  The  first  option  is  to  ignore  it  and  make  the  user  agencies 
take  the  entire  deficiency  from  other  budget  areas.  In  most  cases,  sending  mail 
is  not  an  optional  expense  for  state  agencies;  therefore,  if  the  legislature  chooses 
not  to  correct  the  user  agency  budgets,  most  agencies  using  the  Central  Mail 
Bureau  services  will  make  up  the  difference  by  taking  funds  from  other  budget 
areas . 

A  second  option  is  for  the  legislature  to  adjust  the  inflation  rate  applied  to 
agency  budgets  to  accommodate  the  proper  rate  increase.  This  would  add 
approximately  $101,000  to  user  agency  budgets,  approximately  41  percent  of  which 
would  be  general  fund. 

A  third  option  is  to  utilize  available  cash  in  the  mail  proprietary  fund 
acconnl  to  reduce  the  overhead  rate  charged  state  agencies.  This  would  have  the 
effect  of  enabling  the  agencies  to  purchase  more  postage  with  the  same  amount  of 
dollars  than  if  the  overhead  rate  remained  at  the  proposed  level.  The  current 
level  budget  estimates  an  approximate  $110,000  fund  balance  remaining  at  the  end 
of  fiscal  year  1991.  Making  up  the  shortfall  created  by  using  the  incorrect 
inflation  rates  with  the  fund  balance  would  leave  very  little  remaining 
(approximately  $9,000)  at  the  end  of  fiscal  year  1991.  To  help  offset  the  low 
fund  balance,  the  legislature  could  eliminate  the  current  level  equipment  budgeted 
in  fiscal  year  1990,  or  $36,594.  This  would  increase  the  ending  fund  balance  to 
approximately  $45,000.  Reducing  the  overhead  rates  to  match  the  funding 
deficiency  woiUd  make  the  rates  decrease  from  10  and  7  percent  in  fiscal  1990  and 
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1991,    respectively,    to   5.6   and  2.2   percent.      The  legislature   may  want   to   insert 
boilerplate  language  restricting  the  overhead  rate  if  this  option  is  chosen. 

Option  A:    Take  no  action. 

Option  B;  Increase  the  inflation  in  user  agency  budgets  to  reflect  the  presort 
postage  rate  increase.  For  the  1991  biennium,  this  would  add 
approximately  $101,000  to  user  agency  budgets. 

Option  C:  Reduce  the  mail  program  overhead  to  5.6  percent  in  flscal  1990  and 
2.2  percent  in  flscal  1991  to  accommodate  the  user  agency  budget 
deficiency  and  eliminate  the  equipment  funding  in  fiscal  1990  to 
increase  cash  available  in  the  mail  proprietary  account.  Insert 
boilerplate  language  in  the  general  appropriations  act  restricting  the 
overhead  rate  to  5.6  percent  and  2.2  percent  as  noted  above. 


CENTRALIZED  SERVICES 

DIVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

I't.OO 

14.50 

14.00 

14.00 

0.00 

Personal  Services 

$377,010 

$386,896 

$366,85'» 

$367,526 

(3.871 

Operating   Expenses 

59,<i5Z 

56,493 

62,126 

54,935 

0.96 

E<iuipment 

5.951 
$442,^13 

-0- 

-0- 

-0- 

(100.001 

Total  Expenditures 

$443,389 

$428,980 

$422,461 

_.L?i§§i 

Fund  Sources 

General  Fund 

$411,581 

$412,480 

$399,394 

$392,743 

(3.87) 

Proprietary   Fund 

30,832 

30,909 

29,586 

29,718 

(3.95) 

Total  Funds 

$442,413 

$443,389 

$428,980 

$422,461 

__(.3^8aj 

Program  Description 

The  Centralized  Services  Division  is  divided  into  two  functional  areas: 
central  services  and  treasury.  The  central  services  function  contains  central 
accounting,  budget,  and  personnel  functions  for  the  department.  The  treasury 
function  is  the  state's  central  bank.  It  receives  and  disburses  funds  and 
monitors  the  records  of  accounts  for  all  approved  commercial  depositories  through 
the  state. 

Budget 

The  current  level  budget  provides  a  3.88  percent  decrease  from  the  1989 
biennium  to  the  1991  biennium  due  to  decreases  in  personal  services  and 
equipment  budgets. 
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Personal  services  is  budgeted  to  decrease  3.87  percent.  This  is  caused  by 
the  transfer  of  a  0.5  FTE  to  the  Accounting  Division  which  had  been  authorized 
in  the  Centralized  Services  Division  for  the  1989  biennium.  The  decrease  is  also 
attributable  to  the  downgrading  of  three  positions  in  the  division.  Actual 
vacancy  savings  was  6.4  percent  for  the  division;  4.0  percent  is  used  in  the 
current  level  budget. 

Operating  expenses  are  budgeted  to  remain  fairly  level  from  the  1989 
biennium  to  the  1991  biennium.  Legislative  audit  fees  of  $7,405  are  included  in 
fiscal  1990;   $10,126  was  budgeted  in  the  1989  biennium  for  this  purpose. 

No  equipment  was  requested  by  the  agency. 

Funding 

The    Centralized    Services    Division    is    funded    from    general    fund    and  the 

Investment     Division's      (Department     of      Commerce)      proprietary     fimd.  The 

proprietary    fund     supports     1.0     FTE     and     related     operating     expenses     in  the 

Treasury    Bureau    whose    function    is    to    reconcile    investment    activity    with  the 
clearing  bank  transaction  records. 


PERSONNEL  DIVISION- 

-PERSONNEL 

Actual 

Appropriated 

-   -    -  Current 

Level    

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

27.50 

Z7.50 

27.00 

27.00 

(0.50) 

Personal  Services 

$7'»0,509 

$7<i6,899 

$724,191 

$725,203 

(2.56) 

Operating   Expenses 

130,650 

125,141 

112,750 

113,732 

(11.45) 

Equipment 

616 

$871,755 

======== 

-0- 

572 
$837,513 

625 

$839,560 
======== 

94.32 

Total   Expenditures 

$872,040 

.\.\AV. 

Fund  Sources 

General  Fund 

!§ZhZ§5 

$872,040 

$837,513 

$839,560 

======== 

.\.IAII 

Program  Description 

The  Personnel  Program  provides  centralized  personnel  services  to  state 
agencies  including  classification,  employee  relations,  labor  relations,  and 
development  of  personnel  policy. 

Budget 

The  current  level  budget  provides  a  3.83  percent  decrease  in  the  1991 
biennium  due  to  transferring  0.5  FTE  to  the  group  benefits  program  and  to  one 
time   expenditures   incurred   in   fiscal   1988   for   an   office   automation   study.      The 
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current  level  budget  reflects  the  agency's  request.     Vacancy  savings  is  applied  at 
four  percent  in  the  current  level  budget  at  the  agency's  request. 

Operating    expenses    decrease     11.45    percent    due    to    a    one-time    $20,300 
contract  for  an  office  automation  study  funded  in  fiscal  1988. 

Equipment  expenditures  include  funds  for  replacing  office  chairs. 

Funding 

The  program  is  funded  from  general  fund. 


PERSONNEL  DIVISION 

-EMPLOYEE 

BENEFITS 

BUREAU 

Actual 

Appropriated 

-   -    -  Current 

Level   

■/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

6.77 

6.50 

7.00 

7.00 

0.23 

Personal  Services 

$176,498 

$171,866 

$178,288 

$178,242 

2.34 

Operating   Expenses 

121, 97'* 

129,117 

131,610 

103,894 

(6.21) 

Equipment 

tures 

20'i 
$298,676 

-0- 

-0- 

-0- 

(100.001 

Total   Expendi 

$300,983 

?5??i§?? 

$282,136 

======== 

—W-All 

Fund  Sources 

General  Fund 

$   31,257 

$   34,030 

$   26,273 

$   30,332 

(13.30) 

Proprietary  Fund 

267,419 

266,953 

283,625 

251 ,804 

0.20 

Total   Funds 

$298,676 

$300,983 

$309,898 

$282,136 

======== 

..W-.lll 

Program  Description 

The  Employee  Benefits  Program  is  responsible  for  administration  of  the 
state's  health  insurance  and  employee  benefits  program. 

Budget 

The  current  level  budget  reflects  the  agency's  request.  Expenditures  are 
budgeted  to  decrease  1.27  percent  in  the  1991  biennium.  The  fiscal  1988 
legislatively  authorized  FTE  was  6.50.  A  modified  0.27  FTE  added  in  fiscal  year 
1988  is  not  included  in  the  1991  biennium.  The  division  transferred  0.5  FTE  to 
this  program  from  the  Personnel  Program  to  more  accurately  reflect  the  amount  of 
time  spent  by  the  position  on  employee  benefits  related  functions.  This  accounts 
for  the  personal  services  increase  between  bienniums.  Vacancy  savings  is  applied 
at  4.0  percent  per  the  agency's  request.  Actual  vacancy  savings  was  1.42 
percent. 
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Operating  expenses  decrease  6.21  percent  in  the  1991  biennium  as  the 
mandatory  fee  for  the  statewide  genetics  program  terminates  June  30,  1989.  This 
fee  was  approximately  $11,150  annually  in  the  1989  biennium.  Fiscal  1990 
operating  expense  increases  include  $13,765  in  contracted  services  for  reviewing 
the  deferred  compensation  plan;  $5,200  for  increased  rent  cost  and  allocation;  and 
$5,000  for  increased  wellness  training  costs. 

Fiscal  1990  includes  approximately  $20,000  for  the  benefits  plan  audit  which 
is  now  required  annually.  The  department  requested  funding  in  fiscal  1990  only 
because  proposed  legislation  would  change  the  annual  audit  requirement  to  a 
biennial  requirement. 

Funding 

The  Group  Benefits  Program  is  funded  by  general  fund  and  proprietary 
funds.  The  Compensation  Program,  which  is  responsible  for  administering  the 
state  pay  plan,  incentive  awards  program  and  salary  survey  activity,  receives 
general  fund  support.  All  other  activities  are  funded  from  the  group  benefits 
administration  account,  which  receives  its  revenue  from  investment  earnings  from 
the  state's  health  insurance  self- insurance  fund. 


PERSONNEL  DIVISION- 

-TRAINING 

Actual 

Appropriated 

-   -   -  Current 

Level   

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

3.00 

3.00 

3.00 

3.00 

0.00 

Personal  Services 

$   93,002 

$  91,37'f 

$  87,999 

$  88,098 

(4.49) 

Operating  Expenses 

71,518 

54,084 

72 ,844 

72,969 

16.09 

Equipment 

555 

200 

2,200 

2,200 

482.78 

Total   Operating   Costs 

$165,075 

$145,658 

$163,043 

$163,267 

5.01 

Non-Operating   Costs 

54,572 

$199, e'f? 

======== 

34,544 
$180,202 

-0- 

-0- 

(100.00) 

Total   Expenditures 

!i65z955 

!i63iZ67 

( 14.09) 

Fund  Sources 

Ger.^rnl    1  -nd 

$   3-*,572 

$   34,544 

$      -0- 

$     -0- 

(100.00) 

Proprietary  Fund 

165,075 

145,658 

163,043 

163,267 

5.01 

Total  Funds 

$199,6<t7 

======== 

!l??i?°? 

$163,043 

$163,267 

.Ll^i9?i 

Program  Description 

The    Training    Program    provides    central    coordination    for    general    training 
activities  throughout  state  government. 
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Budget 


The  current  level  budget  provides  a  14.09  percent  decrease  in  the  1991 
biennium  from  the  1989  biennium.  Personal  services  decrease  because  personnel 
turnover  has  resulted  in  lower  personal  services  costs  and  because  termination 
payout  was  incurred  in  fiscal  1988.  Actual  fiscal  1988  vacancy  savings  was  2.19 
percent;   4.0  percent  is  used  in  the  1991  biennium  per  the  agency's  request. 

In  fiscal  1988,  $19,600  of  excess  expenditure  authority  in  the  General 
Services  Program  was  transferred  to  this  program  in  order  to  meet  higher  demand 
for  training  classes.  This  increased  the  operating  budget  in  almost  all  line  items. 
Operating  expenses  are  increased  in  the  1991  biennium  to  match  the  expenditure 
level  incurred  in  fiscal  1988,  The  increased  service  level  is  expected  to  continue 
through  the  1991  biennium. 

Funds  are  included  for  training  films  in  the  equipment  budget  each  year  of 
the  biennium.     This  reflects  the  agency's  request. 

Funding 

Since  fiscal  1984,  the  training  program  has  received  a  general  fund  subsidy 
to  offer  the  Management  Training  Program.  Beginning  in  fiscal  1990,  the  division 
will  offer  its  training  programs  and  services  under  a  self  sufficient  operation 
mode. 
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TORT  CLAIMS  DIVISION 


Actual 

Appropriated 

Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Hem 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

8.50 

8.50 

8.50 

8.50 

0.00 

Personal  Services 

$ 

230,197 

$   265,662 

$   268,610 

$   268,701 

8.36 

Operating  Expenses 

1 

,603,672 

1,180,91* 

1,243,074 

1,235,723 

(10.95) 

Equipment 

$1 

36,0<i8 
,869,917 

-0- 

-0- 

-0- 

(100.00) 

Total  Operating  Costs 

$1,446,576 

$1,511,684 

$1,504,424 

(9.03) 

Non-Operating  Costs 

— 

9^5,000 

726,058 

792,454 

773,896 

(6.27) 

Total  Expenditures 

$2 

,81^,917 

$2,172,634 

$2,304,158 

$2,278,320 

_-L§ll?i 

Fund  Sources 

Proprietary  Fund 

$2 

,814,917 

$2,172,634 

$2,304,138 

$2,278,320 

(8.10) 

Contracted  Legal  Services 
Option  A I 
Option  Bi 
Option  Ci 


Fiscal  1990  

General  Fund       Other  Funds 


$  -0- 

-0- 
-0- 


Fiscal  1991  

General  Fund      Other  Funds 


$(154,301) 

$  -0- 

$(164,301) 

(77,150) 

-0- 

(82,150) 

-0- 

-0- 

-0- 

Program  Descriptioii 

The  Tort  Claims  Division  provides  for  the  investigation,  defense,  and 
payment  of  bodily  injury  and  property  damage  claims  by  all  agencies,  officers  and 
employees  of  the  state  of  Montana  under  Article  II,  Section  18  of  the  Montana 
constitution,  and  the  Montana  Tort  Claims  Act.  The  division  also  assesses  the 
fire,  casualty,  and  bond  risks  of  the  state  for  all  state -owned  buildings, 
equipment,  fixtures,  boilers,  aircraft,  cash  and  securities,  and  provides  either 
commercial  or  self -insurance  protection  for  the  financial  loss  of  such  property. 

Budget 

The  current  level  budget  provides  an  8.10  percent  decrease  from  the  1989 
biennium  to  the  1991  biennium.  This  decrease  is  caused  primarily  from  budget 
amendment  expenditures  in  fiscal  1988,  $606,287  not  being  included  in  the  current 
level  budget.  This  includes  $399,960  for  actual  contracted  services  and  $206,327 
to  transfer  funds  from  the  self-insurance  account  to  the  operating  account  to 
cover  the  higher  costs.  The  services  provided  by  the  budget  amendment  are 
proposed  in  the  division's  modified  budget  request. 

Personal  services  increases  8.36  percent  due  to  a  vacancy  savings  rate  of 
16.9  percent  experienced  in  fiscal  1988,   while  the  vacancy  savings  applied  in  the 
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current  level  budget  is  4  percent.  Another  contributing  factor  is  that  the  agency 
combined  two  part  time  positions  into  one  position,  resulting  in  a  higher  overall 
salary. 

Operating  expenses  decrease  10.95  percent  in  the  1991  biennium  due  to  the 
budget  amendment.  Commercial  insurance  premiums  are  budgeted  at  $719,230  in 
fiscal  1990  and  $730,528  in  fiscal  1991,  or  approximately  the  same  level  as  the 
division  paid  in  fiscal  1988.  Operating  expenses  are  increased  approximately 
$4,500  annually  to  accommodate  higher  travel  anticipated  due  to  vacant  positions 
in  fiscal  1988  being  filled.  The  agency  requested  $6,360  annually  for  Westlaw 
subscription  services.  Although  use  of  the  service  is  thought  by  the  agency  to 
save  considerable  research  time,  this  is  a  new  service  for  the  division  and, 
therefore,  should  be  reviewed  and  considered  by  the  legislature.  The  $6,360  for 
Westlaw  is  not  included  in  the  current  level  budget. 

No  equipment  was  requested  in  the  1991  biennium. 

Non- operating  costs  are  the  transfer  of  funds  from  the  self  insurance 
account  to  the  division's  operating  account.  The  operating  account  pays  for  aU 
operating  expenses  except  for  commercial  insurance  premiums.  The  fiscal  1988 
amount  includes  budget  amendment  expenditures. 

Funding 

The  Tort  Claims  Division  is  funded  from  premiums  assessed  state  agencies 
for  commercial  and  self  insurance  costs  and  from  interest  earnings  on  the  self 
insurance  fund.  Most  of  the  commercial  insurance  costs  are  recovered  from 
premiums  assessed.  The  self  insurance  premiums  assessed  state  agencies,  which 
include  general  comprehensive  liability,  auto  liability,  and  the  property  deduc- 
tible, are  estimated  by  the  division  to  total  $2,909,500  in  fiscal  1990  and 
$3,011,000  in  fiscal  1991.  The  general  liability  premium  amounts  are  not  sufficient 
to  provide  an  adequate  reserve  for  comprehensive  general  liability  coverage, 
according  to  the  most  recent  actuarial  report.  The  report  indicates  that  at  the 
end  of  fiscal  1988  the  state  had  a  reserve  deficiency  of  $21,3  million.  The 
reserve  deficiency  means  that  the  state  would  be  in  a  poorer  position  to  meet  its 
obligations  should  a  catastrophe  occur  than  if  the  reserve  was  fully  funded.  The 
legislature  can  either  take  action  to  fund  the  reserve  requirement  (i.e.  increase 
premiums  or  other  revenue  enhancements)  or  continue  to  bear  the  risk  without 
full  protection, 

LSSUE  1 :     CONTRACTED  LEGAL  SERVICES 

As  noted  earlier,  the  Tort  Claims  Division  is  requesting  approximately 
$800,000  annually  for  anticipated  increases  in  the  need  for  outside  legal  counsel 
over  the  funding  contained  in  its  current  level  request.  The  $800,000  includes 
the  operating  costs  and  transfers  from  the  self- insurance  fund  to  the  operating 
account.     The  real  additional  amount  is  approximately  $400,000. 

The  current  level  budget  includes  $437,072  annually  for  outside  legal  counsel 
and  related  costs.  This  reflects  the  amount  spent  from  the  1987  legislative 
appropriation.  The  modified,  if  approved,  would  nearly  double  the  current  level 
budget.  The  division  has  sought  and  obtained  budget  amendment  appropriation 
authority  each  year  of  the  current  biennium  to  meet  the  rising  legal  services 
costs . 
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The  Tort  Claims  Division  contracts  with  private  legal  counsel  when  the 
caseload  exceeds  the  time  available  for  in -house  staff  or  when  the  complexity  of 
the  case  requires  a  more  experienced  lawyer  or  speciaUzed  legal  skills.  The  cost 
of  private  legal  counsel  and  related  expenses,  both  current  level  and  budget 
amendment  expenditures,  has  increased  from  $416,424  in  fiscal  1986  to  $817,049  in 
fiscal  1988,  a  96  percent  increase. 

The  Tort  Claims  Division  estimates  that  the  average  hourly  cost  of  private 
legal  counsel  was  $85  in  fiscal  1988,  which  would  equate  to  3.5  FTE  paid  an 
average  salary  of  $177,863.  This  compares  to  the  in-house  average  compensation 
of  $38,600. 

This  issue  explores  the  practice  of  hiring  private  legal  counsel  versus  hiring 
additional  in-house  staff. 

As  noted  above,  the  decision  to  seek  private  legal  counsel  is  determined  by 
the  amount  of  time  available  to  in-house  staff  and  by  the  skill  or  experience 
requirements  of  each  case.  Discussions  with  agency  personnel  indicated  that  some 
of  the  work  they  currently  contract  could  be  performed  by  in-house  staff  if  time 
were  available.  Division  personnel  also  indicated  that  for  each  two  hours 
contracted,  in-house  staff  would  require  three  hours,  due  primarily  to  less 
experience  by  the  in-house  staff.  The  in-house  staff  factor  was  also  considering 
the  lawyer  had  full-time  paralegal  assistance.  This  caveat  raises  the  annual 
in-house  staff  compensation  from  $38,600  to  $62,500,  or  $30  per  hour.  This  is 
$55  per  hour  less  than  the  division  currently  pays  for  outside  legal  services.  A 
full-time  lawyer  and  paralegal  would  eliminate  the  need  for  1387  contracted  legal 
hours.  At  $55  per  hour  savings,  the  savings  to  the  self  insurance  fund  in 
compensation  alone  for  each  full-time  lawyer  and  paralegal  hired  is  estimated  to  be 
$76,285. 

The  determination  to  convert  contracted  services  to  one  or  more  in-house 
staff  is  difficult  to  assess  due  to  the  changing  nature  of  the  claims  filed. 
Recognizing  that  the  division  needs  the  ability  to  respond  to  the  needs  of  each 
case  and  that  the  state  needs  to  operate  cost  effectively,  the  legislature  may  want 
to  consider  authorizing  two  additional  lawyers  and  support  staff  (a  total  of  4 
FTE)  in  the  1991  biennium  and  direct  the  division  to  demonstrate  its  increased 
in-house  case  load  resulting  from  the  additional  staff  and  to  maintain  adequate 
information  which  would  allow  future  evaluation  of  the  cost  effectiveness  of  the 
in-house  staff. 

Adding  two  lawyers  and  two  paralegals  would  cost  approximately  $125,000 
annn.^lly  in  personal  services  costs.  Operating  expenses  are  estimated  at  $20,000 
annually  and  one  time  equipment  costs  would  be  $10,000.  The  total  cost  in  the 
1991  biennium  would  be  $300,000.  The  additional  in-house  staff  would  eliminate 
the  need  for  2,774  contracted  legal  hours.  The  estimated  net  savings  of  $318,600 
resulting  from  adding  the  tn-house  staff  is  calculated  in  Table  1  below. 
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Table  1 
Estimated  Net  Savings  from  Adding  Two  In-House  Lawyers  and 
Support  Staff  to  Claims  Division 
1991  Biennium 


Costs  of  Adding  4.0  FTE 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Add'l.   In-House  Costs 

Costs  of  Contracting 
Compensation 
Hourly  Rate 
Number  of  Hours 

Total  Compensation 

Other  Expenses 

Estimated  Hourly  Rate* 
Total  Other  Expenses 

Total  Contracting  Costs 
Total  Net  Cost/ (Savings) 


Fiscal 
1990 

Fiscal 
1991 

Biennium 
Total 

$  125,000 
20,000 
10.000 

$  125,000 
20,000 
-0- 

$  250,000 
40,000 
10.000 

l=li5,QQQ, 

1,115*999, 

IJ99*999= 

$             85 
2.774 

$             85 
2.774 

$             85 
5.548 

1=235.150, 

|,2J5,ZiQ^ 

i=i?ij§9= 

$       26.50 
73,511 

$       26.50 
73.511 

$       26.50 
147.022 

l=iQii§9L 

IJ9iJ9L 

lJlii99i= 

la^i.iQii 

lUiiiiQli 

|13l§,992) 

*  Estimated  hourly  rate  for  other  expenses  calculated  from  actual  fiscal  1988 
expenditures  for  related  legal  expenses  ($194,531)  divided  by  the  estimated 
number  of  legal  hours  contracted  in  fiscal  1988  (7,324  hours). 


Option  A:  Authorize  4.0  additional  FTE,  two  lawyers  and  two  paralegals,  for 
the  1991  biennium  at  a  net  savings  of  $154,301  in  fiscal  1990  and 
$164,301  in  fiscal  1991.  Concurrently  direct  the  division  to 
demonstrate  to  the  next  legislature  the  impact  to  the  in-house  case 
load  and  the  cost  effectiveness  of  the  in-house  staff. 

Option  B:  Authorize  2.0  additional  FTE,  one  Lawyer  and  one  Paralegal,  for 
the  1991  biennium  for  a  net  savings  of  $77,150  in  fiscal  1990  and 
$82,150  in  fiscal  1991.  Require  the  same  evaluation  report  for  the 
next  legislative  assembly. 

Option  C:      Take  no  action. 
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WORKERS' 

COMPENSATION  COURT 

Actual 

Appropriated 

-   -  Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

8.00 

8.00 

8.00 

8.00 

0.00 

Personal   Services 

$225,091 

$223,949 

$222,473 

$222,929 

(0.81 1 

Operating   Expenses 

70,357 

73,580 

70,113 

70,832 

( 2 . 08  ) 

Equipment 

409 

-0- 

3,000 

-0- 

633.50 

Total   Expenditures 

$297,529 

======== 

tUllZtl 

£0^682 

Fund  Sources 

State  Special  Revenue 

$295,857 

$297,529 

$295,586 

$293,761 

10.68) 

—    __   _ 



Program  Description 

The  Workers'  Compensation  Court  adjudicates  disputed  compensation  claims 
among  workers,  insurance  carriers,  and  employers. 

Budget 

The  current  level  budget  provides  a  0.68  percent  decrease  from  the  1989 
biennium.  Personal  services  decrease  0.81  percent.  Vacancy  savings  is  applied 
at  3.83  percent  in  the  1991  biennium  per  the  agency's  request. 

Operating  expenses  decrease  2.08  percent  in  the  1991  biennium.  Fourteen 
thousand  dollars  are  provided  annually  for  contracted  court  reporters  and  using 
hearings  examiners  when  the  judge  disqualifies  himself  from  hearing  a  case. 
Postage  is  also  increased  to  accommodate  a  new  procedure  established  by  the 
court  of  returning  documents  to  the  parties.  Approximately  $6,300  one-time 
moving  costs  expended  in  fiscal  1988  are  removed  from  the  base.  Rent  costs  are 
budgeted  at  approximately  $2,000  less  each  year  of  the  1991  biennium  than 
appropriated  in  the  current  biennium. 

In  fiscal  1990,  $3,000  is  included  for  a  new  computer  printer. 

Funding 

The  Workers'  Compensation  Court  is  funded  from  the  workers'  compensation 
state  special  revenue  fund  which  receives  workers'  compensation  insurance 
premiums . 
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STATE 

TAX  APPEAL 

BOARD 

Actual 
Fiscal 

Appropriated 
Fiscal 

-    -   -  Current 
Fiscal 

Level   

Fiscal 

v.  Change 
1989-91 

Budjet   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

5.75 

5.50 

11.00 

11.00 

5.25 

Personal   Services 

$2^,239 

$237,167 

$327,19'i 

$327,172 

34.81 

Operating   Expenses 

189,199 

150,828 

9'»,618 

9<i,152 

(44.48) 

Equipment 

ures 

3,923 

$'W1,361 

====r=== 

-0- 

156 
$«1,968 

-0- 

(96.02  1 

Total   Expendit 

$387,995 

$421,324 
======== 

-LL*?i 

Fund  Sources 

General   Fund 

$4^^1,361 

======== 

$387,995 

$421,968 

$421,324 

_n^68j 

Program  Description 

The  State  Tax  Appeal  Board  hears  appeals  resulting  from  decisions  of  county 
appeals  boards  and  from  taxation  decisions  of  the  Department  of  Revenue. 
Included  in  the  board's  authority  are  property  taxes,  corporate  license  taxes, 
income  taxes,  and  liquor  taxes.  In  addition  to  funding  state  board  operations, 
the  budget  includes  salaries  and  travel  expenses  for  the  county  tax  appeal 
boards. 

Budget 

The  current  level  budget  decreases  1.68  percent  in  the  1991  biennium  from 
the  1989  biennium.  Although  the  overall  budget  decreases  moderately,  there  are 
major  changes  in  the  budget.  Actual  fiscal  year  1988  hearings  officer  expend- 
itures of  $25,725  are  not  continued  into  the  1991  biennium  because  provisions  of 
Senate  Bill  122  stated  that  the  board  could  hire  hearings  officers  only  if  1,000  or 
more  appeals  were  pending  before  the  board.  At  the  time  this  report  was 
written,  the  State  Tax  Appeal  Board  had  350  appeals  filed  and  it  was  expecting 
100  more  from  Yellowstone  County  which  had  not  yet  begun  to  hear  1988  appeals. 

Personal  services  and  full-time  equivalent  positions  increase  significantly  in 
the  1991  diennium.  In  past  years,  the  board  has  obtained  secretarial  services  for 
the  county  boards  under  contracted  services.  The  Department  of  Labor  and 
Industry  has  ruled  that  the  relationship  between  the  county  board  secretaries  and 
the  county  boards  is  an  employer- employee  relationship.  The  counties  had  the 
option  of  designating  the  secretarial  position  as  a  state  or  a  county  position. 
Thirty-nine  counties  opted  to  make  it  a  state  position.  The  other  17  counties 
chose  county  positions;  however,  the  State  Tax  Appeal  Board  must  still  pay  the 
counties  for  the  services.  Vacancy  savings  is  included  at  0.15  percent  annually 
which  reflects  the  agency's  request  and  actual  fiscal  year  1988  vacancy  savings. 

In  fiscal  1988,  the  board  expended  $76,600  for  county  board  secretarial 
services,  but  in  the  contracted  service  expenditure  category.  According  to  the 
board's   budget   request,    fiscal  year   1988   can   be   considered  a   "typical"   year  in 


A-207 


DEPARTMENT  OF  ADMINISTRATION 
Page  39 


terms  of  workload.  The  current  level  budget  includes  5.5  FTE  at  an  estimated 
cost  of  $82,500  annually  for  the  secretarial  services  in  the  39  counties  designating 
its  county  board  secretary  a  state  employee.  Funds  totaling  approximately  $9,500 
annually  are  included  in  operating  expenses  for  the  remaining  17  counties' 
secretarial  services.  The  total  amount  included  in  the  current  level  budget  for 
county  board  secretarial  services  is  approximately  $92,200  annually. 

Operating  expenses  are  budgeted  to  decrease  44.48  percent  due  to  the 
change  in  budgeting  county  board  secretaries  and  because  the  hearings  officer 
expenditures  are  not  carried  into  the  1991  biennium. 

The  1991  biennium  equipment  budget  includes  funding  for  the  purchase  of 
software  and  a  calculator  per  the  agency's  request. 

Funding 

The  State  Tax  Appeal  Board  is  funded  by  general  fund. 


PUBLIC  EMPLOYEES  RETIREMENT  DIVISION 

Actual 

Appropriated 

-    -   -   Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

19.60 

19.60 

18.60 

18.60 

(1.00  1 

Personal   Services 

$'+'♦8,251 

$471,718 

$459,719 

$441,134 

(4.25) 

Operating   Expenses 

23'»,179 

272,685 

281,387 

242,798 

3.42 

Equipment 

18,789 

1,481 

4,125 

1,797 

(70.78) 

Total  Expenditures 

$701,219 

$745,88'i 

$725,231 

======== 

$685,729 

-L?i59i 

Fund  Sources 

Pension  Trust   Funds 

!Z91l2i? 

$745,884 

!Z25.231 

!6§§iZ?? 

.L?i50J 

Program  Description 

I'he  Public  Employees  Retirement  Division  is  administratively  attached  to  the 
Department  of  Administration.  It  administers  eight  retirement  systems  for  its 
members  and  their  beneficiaries.  It  is  also  responsible  for  administering  Section 
218  of  the  Social  Security  Act  which  extends  social  security  coverage  to  specific 
groups  of  state  and  local  government  employees  in  Montana. 

Budget 

The  current  level  budget  provides  a  2.50  percent  decrease  in  the  1991 
biennium  from  the  1989  biennium.  Full-time  equivalent  employees  are  budgeted  to 
decrease  1.0  FTE  reflecting  the  agency's  request.  The  eliminated  position  relates 
to  the  scheduled  phase- out  of  the  state  social  security  program  made  in  response 
to   collection   responsibilities   being   shifted   to   the   Internal   Revenue   Service   from 
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the  state.  The  1.0  FTE  reduction  results  in  a  4.25  percent  personal  services 
reduction  from  the  1989  biennium  to  the  1991  biennium.  Four  percent  vacancy 
savings  is  included  in  the  current  level  budget. 

Operating  expenses  are  budgeted  to  increase  3.42  percent  from  the  1989 
biennium  to  the  1991  biennium.  The  increase  is  due  primarily  to  increased 
contracted  services  (actuarial  costs,  printing,  and  legal  costs)  and  decreases  in 
supplies,   rent,   and  repair  and  maintenance  budgets. 

The  equipment  budget  reflects  the  agency's  request  less  the  request  for  a 
new  photocopier  ($5,500  in  fiscal  year  1990).  At  the  time  this  report  was 
written,  the  agency  was  considering  using  the  photocopy  pool  service  offered  by 
the  Publications  and  Graphics  Bureau. 

Funding 

The  division  is  funded  from  interest  earned  on  investments  held  in  trust  for 
the  retirement  systems. 


TEACHERS' 

RETIREMENT 

SYSTEM 

Actual      Appropriated 

-  -  -  Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

10. -iO 

10.40 

10.40 

10.40 

0.00 

Personal  Services 

$226,475 

$229,899 

$235,105 

$255,455 

3.11 

Operating  Expenses 

179,145 

185,861 

191,580 

176,469 

0.83 

Equipment 

6,266 
$411,886 

-0- 

1,875 
$428,560 

2,089 

$414,013 

======== 

136.74) 

Total  Expenditures 

!^l§zZ^o 

_-li?9_ 

Fund  Sources 

Pension  Trust  Funds 

$411,886 

$415,760 

$428,560 

$414,013 

======== 

— ll§9. 

Program  Description 

The  Teachers'  Retirement  System  provides  retirement,  disability,  and 
survivor  benefits  for  the  state's  teachers  and  their  beneficiaries.  The  Teachers' 
Retirement  Board,  which  is  comprised  of  six  members,  all  appointed  by  the 
Governor,  is  responsible  for  the  administration  of  the  system.  The  system  is 
administratively  attached  to  the  Department  of  Administration. 

Budget 

The  current  level  budget  provides  a  1.80  percent  increase  from  the  1989 
biennium  to  the  1991  biennium.  Personal  services  are  budgeted  to  increase  3.11 
percent    due    primarily    to    four    position    upgrades    approved    by    the    Personnel 
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Division  in  fiscal  1988.      Four  percent  vacancy  savings  is  applied  to  the  personal 
services  budget. 

Operating  expenses  are  budgeted  to  increase  0.83  percent  in  the  1991 
biennium.  The  operating  expenses  reflect  the  agency's  request  except  for 
out-of-state  travel.  The  agency  requested  $3,500  additional  funds  for 
out-of-state  travel  not  included  in  the  current  level  budget. 

Current  level  equipment  expenditures  budgeted  in  the  1991  biennium  are  for 
miscellaneous  office  equipment  as  requested  by  the  agency. 

Funding 

The  Teachers'  Retirement  System  is  funded  from  interest  earned  on 
investments  held  in  trust  for  the  retirement  system. 
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DEPARTMENT  OF  HIGHWAYS 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT 

LEVEL 

FTE 
Fiscal  1991 

------  Biennium  ------ 

General  Fund                 Total  Funds 

Executive  Budget                                   1,934.43 
LFA  Current  Level                                1.931.14 

$608,614,061 
545.332.919 

$608,614,061 
545.332.919 

Executive  Over  (Under)  LFA           3^29 

IJ3,i§ixiia 

iJiiiiiilii 

The  executive  budget  is  $63.3  million  higher  than  LFA  current  level 
resulting  from  three  general  areas.     These  are  discussed  in  the  following  issues. 

ISSUE  1:     OPERATING  COST  DIFFERENCES 

The  LFA  current  level  is  $10.4  million  lower  in  operating  costs  than  the 
executive  budget.  Table  A  shows  the  major  differences  by  program  and 
category . 


Table  A 

Operating  Cost  Differences 

1991  Biennium 


Category 

Personal  Services 

Vacancy  Savings 
Overtime 


Program 


Agency 
Preconstruction 


Executive  Over  (Under) 
LFA  Current  Level 


$  3,928,264 
590,000 


Personal  Services  Difference 


$  4,518,264 


Operating  Expenditures 

Contract  Engineering 
Diesel  Fuel 
Re|viir  Parts 
Repair  Fuel  Tanks 


Preconstruction 
Equipment  and  Stores 
Equipment 
Maintenance 


Operating  Expenditures  Difference 


$  3,238,000 
658,095 
228,728 
243.950 

$  4,368,773 


Equipment 

Automobiles 

Other  Differences 

Total  Operating  Cost  Difference 


Motor  Pool 


$       480,000 

1.051.825 

$10,418,862 
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Personal  Services  -  The  personal  services  difference  is  primarily  in  vacancy 
savings  where  the  executive  used  a  2  percent  rate  and  LFA  current  level  used  a 
6  percent  rate  for  90  percent  of  the  personal  services.  An  increase  of  $590,000 
in  overtime  for  the  Preconstruction  Program  included  in  the  executive  budget  is 
not  in  LFA  current  level  which  held  the  overtime  at  fiscal  1988  actual. 

Operating  Expenses  -  The  executive  budget  is  $4.4  million  over  the  LFA  current 
level  in  operating  expenses.  The  major  factor  is  the  contract  engineering  costs 
for  the  Preconstruction  Program.  The  LFA  current  level  held  those  costs  at  the 
fiscal  1988  appropriated  level  of  $800,000.  The  other  differences  shown  in  Table 
A  are  increases  requested  by  the  agency  which  are  included  in  the  executive 
budget  but  held  at  fiscal  1988  appropriated  or  actual  levels  in  LFA  current  level. 

Equipment  -  The  executive  budget  included  $480,000  more  for  automobile 
purchases  in  the  Motor  Pool  than  LFA  current  level.  Current  level  allows  for  the 
maintenance  of  a  158  unit  fleet,  and  holds  equipment  costs  at  the  1989  biennium 
appropriated  level. 

ISSUE  2:     NON-OPERATING  COSTS 

Table    B    shows    the    differences    between    the    executive    budget    and    LFA 
current  level. 


Table  B 

Non-Operating  Costs  Differences 

1991  Biennium 

Executive  Over  (Under) 

Program                                               Category  LFA  Current  Level 

General  Operations           Distribution  to  Counties  &  Cities  $28,000,000 

Interfund  Transfers         Debt  Service  Payments  21,287,856 

Preconstruction                  Purchase  Right-of-Ways  1,200,000 

Interfund  Transfers         Interfund  Transfer  2,134,424 

Gross  Vehicle  Weight        Retrofit  Weigh  Stations  240.000 

Total  Non- Operating 

Cost  Differences  $52^862^280 


Distribution  to  Counties  and  Cities  -  The  executive  budget  includes  $28  million  for 
distribution  to  counties  and  cities.  This  distribution  is  not  included  in  LFA 
current  level  because  it  is  statutorily  appropriated  in  Section  15-70-101,  MCA. 

Bond  Debt  Service  Payments  -  These  payments  are  excluded  in  LFA  current  level 
because  they  are  statutorily  appropriated  in  Section  17-7-502,  MCA.  The  bond 
debt  service  payments  are  in  the  executive  budget. 

Purchase  of  Right-of-Ways  -  The  executive  is  $1.2  million  higher  than  the  LFA 
current  level.  The  executive  included  agency  requested  increases  while  LFA 
current  level  maintained  these  costs  at  the  fiscal  1988  appropriated  level. 
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Interfund  Transfers  -  LFA  current  level  is  $2.1  million  lower  than  the  executive. 
This  category  is  used  for  the  transfer  of  funds  between  the  highway  state  special 
revenue  accounts.  The  primary  reason  for  the  difference  is  revenue  estimates  for 
coal  tax  revenues. 

Retrofit  Weigh  Stations  -  The  executive  budget  includes  costs  of  $240,000  to 
retrofit  weigh  stations.  LFA  current  level  did  not  include  these  costs  because 
the  project  was  not  appropriated  for  by  the  1987  legislature. 

ISSUE  3:     MODIFIED  REQUEST 

The  executive  budget  includes  a  modified  request  for  $491,930  and  9.60  FTE 
in  the  Maintenance  Program  for  the  cleaning  and  maintenance  of  rest  areas. 
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DEPARTMENT  OF 

HIGHWAYS 

Actual 

Appropriated 

-   -   -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

1920.7^ 

1931.14 

1931.14 

1931.14 

10.40 

Personal  Services 

$   52,107,257 

$   54,407,768 

$   51,967,109 

$   52,082,544 

(2.31  ) 

Operating  Expenses 

17^^,726,106 

178,399,262 

196,362,541 

167,767,743 

3.12 

Equipment 

6,966,350 

6,120,081 

6,229,583 

6,084,007 

(5.91) 

Total  Operating  Costs 

$233,799,713 

$238,927,111 

$254,559,233 

$225,934,294 

1.64 

Non-Operating  Costs 

I'*, 939,472 

30,869,943 

32,927,896 

31,911,496 

41.54 

Total  Expenditures 

$2^^8,739,185 

============ 

$269,797,054 

============ 

$287,487,129 

!?§Ii§5§iZ?9 

— 5-lZ. 

Fund  Sources 

State  Special 

$124,806,108 

$157,119,532 

$158,687,846 

$148,264,226 

8.88 

Federal  Revenue 

107,618,669 

96,211,954 

115,224,348 

96,135.647 

3.69 

Proprietary 

16,314,408 
$248,739,185 

16,465,568 

13,574,935 
$287,487,129 

13,445,917 
$257,845,790 

(17.57) 

Total  Funds 

$269,797,054 

_5^17_ 

Agency  Description 

The  Montana  Department  of  Highways  is  responsible  for  planning,  designing, 
constructing,  maintaining,  and  regulating  Montana's  highway  and  road  system. 
To  accomplish  this  task,  the  agency  is  organized  into  a  number  of  programs. 
These  programs  are:  Preconstruction,  responsible  for  planning,  designing,  and 
preparing  projects  to  be  let;  Construction,  responsible  for  monitoring  contract 
compliance;  Maintenance,  responsible  for  road  maintenance;  Equipment,  respons- 
ible for  supplying  major  equipment  needs  of  the  department;  Gross  Vehicle 
Weight,  responsible  for  regulating  and  protecting  the  highways;  Stores 
Inventory,  a  central  purchasing  and  supply  distribution  program;  General 
Operations,  responsible  for  administration  and  support  services  for  other 
programs;  and  Motor  Pool,  responsible  for  providing  vehicles  to  state  agencies  on 
a  rental  basis. 

Budget 

Current  level  provides  for  a  5.2  percent  increase  in  the  Department  of 
Highways  budget  from  the  1989  biennium  to  the  1991  biennium.  The  increase  in 
operating  costs  is  due  to  an  increase  in  contractor  payments  for  scheduled  high- 
way construction  projects  in  the  1991  biennium  as  compared  to  the  1989  biennium. 
When  contractor  payments  are  excluded,  total  current  level  operating  costs  in  the 
1991  biennium  are  at  fiscal  1988  base  levels.  The  remainder  of  the  increase  is  in 
non-operating  costs,  and  is  due  to  a  substantially  smaller  fund  transfer  for  the 
reconstruction  trust  fund  in  fiscal  1988  than  in  subsequent  years. 


Personal  services  decrease  slightly  due  to  a  higher  average  vacancy  savings 
applied  in  the  1991  biennium,  step  reductions  from  turnovers,  and  other  minor 
adjustments.      Vacancy   savings    applied    in    the    1991    biennium   was    6    percent   for 
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nearly  90  percent  of  the  total  personal  services  budget,  as  compared  to  actual 
vacancy  savings  of  nearly  7  percent  for  the  agency  in  fiscal  1988  and  4  percent 
vacancy  savings  budgeted  in  fiscal  1989.  The  6  percent  vacancy  savings  rate 
was  applied  in  the  1991  biennium  since  the  base  fiscal  year  1988  had  been  a  near 
ideal  year  for  road  construction  projects  with  a  mild  winter  and  extended 
construction  seasons,  yet  the  agency  still  incurred  7  percent  vacancy  savings. 
The  agency  has  historically  had  high  vacancy  savings,  and  appears  capable  of 
absorbing  a  6  percent  vacancy  savings  without  a  stress  on  the  personal  services 
budget.  Total  current  level  FTE  are  at  fiscal  1989  appropriated  levels,  although 
there  have  been  several  transfers  of  FTE  between  programs,  as  described  in 
program  narratives. 

Contractor  payments  for  construction  projects  increase  $22.9  million  in  fiscal 
1990  and  decrease  $7.6  million  in  fiscal  1991,  accounting  for  nearly  all  of  the 
increase  in  operating  expenses  above  fiscal  1988  levels.  Other  adjustments  to 
operating  expenses  are  offsetting,  and  total  operating  costs  excluding  contractor 
payments  for  construction  projects  are  carried  forward  at  base  level. 

Over  85  percent  of  equipment  costs  are  for  replacement  of  construction 
equipment  and  vehicles  in  the  Equipment  and  State  Motor  Pool  Programs. 

Non-operating  costs  include  grants  for  local  governments  and  right-of-way 
land  purchases,  but  over  80  percent  of  the  total  non-operating  costs  are 
appropriation  authority  for  fund  transfers  to  the  reconstruction  trust  fund  for 
primary  system  improvements.  As  explained  above,  the  increase  in  non- operating 
costs  is  largely  due  to  a  smaller  fund  transfer  in  fiscal  1988. 

Debt  service  on  bond  issues  and  highways  state  special  revenue  fund 
distributions  to  local  governments  are  statutorily  appropriated,  and  are  not 
included  in  current  level.  The  amounts  of  these  statutory  appropriations  are 
$24,644,083  in  fiscal  1990  and  $24,647,833  in  fiscal  1991. 

The  department  proposed  several  organizational  changes  that  are  included  in 
current  level.  These  include  the  transfer  of  the  Communications  Center  and  its 
10.00  FTE  from  the  General  Operations  Program  to  the  Maintenance  Program,  the 
elimination  of  the  Internal  Services  Program,  and  an  increase  in  equipment  rental 
charges  to  include  replacement  cost  recovery.  The  elimination  of  the  Internal 
Services  Program  results  in  the  transfer  of  service  functions  including  data 
processing,  photography,  printing,  and  van  pool  to  other  existing  programs. 
The  effects  are  discussed  in  detail  in  the  Internal  Services  Program  narrative. 
The  increase  in  equipment  rental  rates  eliminates  the  need  for  an  annual  fund 
transfer  from  the  highways  state  special  revenue  account  to  approximate  the 
H'placcnient  cost  of  vehicles.  Charges  to  user  programs  are  increased,  but 
interfund  transfers  decrease  by  a  like  amount,  resulting  in  no  change  in  the 
agency  total  appropriation. 

Funding 

The  Department  of  Highways  is  funded  through  a  variety  of  sources.  State 
special  revenue  funds  include  the  highways  state  special  revenue  account,  which 
receives  revenues  from  the  sources  shown  in  Table  1.  State  special  revenue 
funds  for  the  Reconstruction  Trust  Fund  (RTF)  project  also  come  from  bond 
proceeds  of  a  $150  million  bond  sale.  The  RTF  state  special  revenue  account 
receives  fund  transfers  from  both  the  bond  proceeds  account  and  the  highways 
state  special  revenue  account  for  primary  system  improvement  projects.     Federal 
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revenues  are  primarily  from  Federal  Highway  Surface  Transportation  Act  funds. 
Federal  fund  authority  is  determined  by  a  complex  formula  that  includes 
consideration  of  type  of  highway  system  and  state  financial  district  laws. 
Proprietary  funds  include  the  state  motor  pool  account,  the  equipment  rental 
account,  and  the  internal  services  account  (1989  biennium  only). 

Table  1  is  a  combined  cash  flow  analysis  of  the  combined  highways  state 
special  revenue  and  reconstruction  trust  funds  for  the  1989  and  1991  bienniums. 
Expenditures  in  the  1991  biennium  reflect  LFA  current  level  analysis. 


Table  1 

Combined  Highway  Special  Revenue  and  Reconstruction  Trust  Accounts 

Fiscal  Years  1988  Through  1991 


FY88 


FY89 


FY90 


FY91 


Beginning  Balance 

Revenues 

Gasoline  Tax 
Diesel  Tax 
GVW  Tax 
Stores 
Coal  Tax 
Bond  Proceeds 
Other 
Adjustments 

Total  Revenues 
Total  Funds  Available 

Expenditures 

Highways  Current  Level 

General  Operations 

Construction 

RFT  Construction 

Maintenance 

Preconstruction 

Equipment 

Stores 

GVW 
Bond  Princ.   and  Int. 
Loral  CJovernments 
Dept.   of  Justice 
Dept.   of  Commerce 
Highway  Traffic  Safety 
Dept.   of  Revenue 
Long- Range  Building 
Adjustments 

Total  Disbursements 

Ending  Balance 


$  38,274,294       $  65,341,458     $  80,093,387     $104,989,326 
$  79,675,078       $  78,916,400     $  77,418,349     $  75,374,349 


21,185,520 
23,664,335 
11,375,963 
10,156,597 
10,286,872 
2,516,433 
(118.859) 

$158.741.939 
$197,016,233 


$     5,130,268 

6,851,158 

21,072,047 

40,968,264 

3,847,937 

1,930,659 

12,244,376 

3,392,515 

10,637,168 

14,000,000 

9,642,372 

71,250 

66,228 

783,472 

1,143,950 

(106.889) 

$131.674.775 

$_65^341^458_ 


21,682,000 
23,505,100 
13,672,810 

7,159,982 
26,000,000 

1,839,188 
-0- 


22,259,000 
23,154,000 
12,920,457 

6,419,067 
27,962,094 

1,448,047 


22,846,000 

23,154,000 

12,989,537 

5,784,250 

-0- 
1,330,217 
-0- 


$172.775.480  $171.581.014  $141.478.353 
$238,116,938  $251,674,401  $246,467,679 


5,244,362 

20,000,000 

33,016,000 

40,865,147 

4,325,416 

1,705,659 

13,672,810 

3,503,362 

10,643,928 

14,000,000 

9,736,853 

71,250 

72,000 

788,714 

378,050 

-0- 


5,839,628 

7,964,062 

34,525,143 

42,933,484 

2,752,483 

-0- 

12,651,128 

3,205,600 

10,644,083 

14,000,000 

9,767,425 

71,250 

72,000 

736,789 

1,522,000 

-0- 


5,721,905 

23,527,690 

31,439,887 

43,523,468 

2,424,616 

-0- 

12,744,300 

3,226,723 

10,647,833 

14,000,000 

9,741,225 

71,250 

72,000 

724,531 

-0- 

-0- 


$158.023.551  $146.685.075  $157.865.428 
i=§9i9iii3§7  $104^989^,326  $_88^602^251 
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The  Reconstruction  Trust  Fund  was  created  in  1983  to  allow  the  department 
to  implement  a  primary  system  improvement  project  using  state  funds  without 
having  to  rely  on  federal  highway  fund  allocations.  Funding  for  the  RTF  comes 
from  a  portion  of  coal  tax  revenues,  from  bond  issue  proceeds,  and  from  the 
highways  state  special  revenue  account.  A  $150  million  revenue  bond  issue  in 
1987  provided  the  primary  source  of  RTF  funding  until  the  bond  proceeds  are 
used  up,  which  will  occur  in  fiscal  1990.  Until  then,  the  highways  special 
revenue  account  will  continue  to  increase  its  fund  balance.  Beginning  in  fiscal 
1991,  the  highways  special  revenue  account  will  become  the  primary  source  for 
RTF  projects  and,  as  Table  1  shows,  the  fund  balance  will  fall.  By  agency 
projections,  it  will  be  reduced  to  $10  million  at  the  end  of  fiscal  1993,  the  ending 
date  of  the  RTF  project  authorization. 


GENERAL  OPERATIONS 


Actual 

Appropriated 

Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
178.93 

1989 

1990 
168.93 

1991 
168.93 

Biennium 

F.T.E. 

178.93 

(10.00) 

Personal  Serv 

ices 

$<♦ 

,552,110 

$^,7^4,7^3 

$'»,3't9,253 

$4,359,940 

(  6 . 32  ) 

Operating  Expi 

enses 

3 

,307,318 

3, '♦77,315 

2,900,410 

2,841,732 

(15.371 

Equipment 

_ 

280,529 

135,875 

249,765 

139,500 

(6.52) 

Total  Operating  Costs 
Non-Operating  Costs 


$8,139,957 
261 ,556 


$8,357,933 
299,693 


$7,499,428 
276,200 


$7,341,172 
276,200 


(10.05) 
(1.58) 


Total  Expenditures 
Fund  Sources 


$7,775,628 


$7,617,372 


State  Special 
Federal  Revenue 
Proprietary 


$5,109,268 
1,591,987 
1 , 700 , 258 


$5,244,362 
1,555,856 
1,857,408 


$5,839,628 
1,936,000 
-0- 


$5,721,905 
1,895,467 
-0- 


11.67 

21.72 

(100.00) 


Total  Funds 


$8,401,513 


$8,657,626 


$7,775,628 


$7,617,372 


Program  Description 

The  General  Operations  Program  provides  administrative  support  services  for 
the  department,  including  general  administration  and  management,  accounting, 
planning,  research,  central  services,  and  personnel. 

Budget 

Current  level  provides  for  a  9.8  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium,  primarily  due  to  the  transfer  of  the  Communications  Center  to 
the  Maintenance  Program  and  to  the  elimination  of  service  charges  formerly  paid 
to  the  Internal  Services  Program  for  various  support  services. 
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Personal  services  decrease  6.3  percent  in  the  1991  biennium  due  to:  1)  the 
transfer  of  10.00  FTE  in  the  Communications  Center  to  the  Mciintenance  Program, 
and  2)  vacancy  savings  applied  in  the  1991  biennium  at  6  percent  versus  actual 
vacancy  savings  in  fiscal  1988  of  7.9  percent  and  budgeted  vacancy  savings  in 
fiscal  1989  at  4  percent.  Authorized  FTE  by  the  1987  legislature  for  this  program 
was  142.18,  but  with  the  elimination  of  the  Internal  Services  Program  in  the  1991 
biennium,  36.75  FTE  will  be  transferred  to  the  General  Operations  Program.  For 
comparative  purposes,  these  FTE  and  related  costs  are  included  in  1989  biennium 
totals  for  this  program. 

Operating  expenses  decrease  15.4  percent  for  several  reasons,  including 
reductions  from  fiscal  1988  expenditures  for:  1)  inflation/deflation  factors  applied 
by  the  Office  of  Budget  and  Program  Planning  which  resulted  in  net  deflation  of 
approximately  $80,000  per  year;  2)  reductions  in  user  fees  formerly  paid  to  the 
Internal  Services  Program  of  approximately  $225,000  per  year;  and  3)  a  reduction 
of  nearly  $90,000  of  operating  expenses  per  year  from  the  transfer  of  the 
Communications  Center  to  the  Maintenance  Program.  Biennial  audit  costs  of 
$69,250  are  included  in  fiscal  1990  only. 

Equipment  included  in  current  level  is  $67,500  per  year  for  computers, 
$75,000  in  fiscal  1990  for  a  collator,  and  the  remainder  for  road  profiler 
equipment  and  miscellaneous  office  furniture  and  equipment. 

Non-operating  costs  include  $230,000  federal  funds  per  year  in  the  1991 
biennium  for  grants  to  County  Planning  Boards  for  Urban  Transportation 
Planning,  and  $46,200  per  year  for  administrative  expenses  on  building  and 
revenue  bond  issues. 

Section  15-70-101,  MCA,  appropriates  $14  million  of  highways  special  revenue 
for  distribution  to  cities  and  counties  annually.  These  funds  are  distributed  by 
the  General  Operations  Program  but  are  not  shown  in  the  main  table  because  they 
are  statutory  appropriations. 

Funding 

State  special  revenue  funds  are  from  the  highways  special  revenue  account. 
Federal  funds  are  from  the  highway  trust  account  and  include  funds  from  the 
Federal  Highway  Surface  Transportation  Act  Program  and  from  the  Federal 
Minority  and  Disadvantaged  Business  Enterprise  Program.  Proprietary  funds  in 
the  1989  biennium  represent  the  amount  transferred  to  this  program  for 
photographic,  printing  and  data  processing  services  when  the  Internal  Services 
Prop^rani  was  oliminated.  The  proprietary  funds  are  replaced  by  highways  special 
revenue  funds  in  the  1991  biennium  resulting  in  the  increase  in  those  funds  in 
the  1991  biennium. 
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CONSTRUCTION 

Actual 

Appropriated 

Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 
F.T.E. 

1988 
630.60 

1989 

1990 
641.00 

1991 
641.00 

Biennium 

641.00 

10.40 

Personal  Services 

$  16,452,^99 

$  17,751,945 

$  16,628,705 

$  16,676,055 

(2.57) 

Operating  Expenses 

127,666,313 

130,868,795 

149,973,017 

120,662,149 

4.68 

Equipment 

231,130 

194,217 

217,941 

218,431 

2.59 

Total  Operating  Costs 

$l'f'»,3'i9,942 

$148,794,955 

$166,819,661 

$137,556,613 

3.83 

Mon-Operating  Costs 

-0- 

-0- 

3,069 
$166,822,750 

3,069 

$137,559,682 
============ 

0.00 

Total  Expenditures 

$l'»<i,3<i9,94Z 

$148,794,955 

3^83_ 

Fund  Sources 

State  Special 

$  '♦6,739,129 

$  61,094,015 

$  65,093,429 

$  54,717,577 

9.25 

Federal  Revenue 

96,711,028 

86,791,294 

105,729,501 

82,842,105 

1.67 

Proprietary 

Total  Funds 

899,785 

909,646 

-0- 

-0- 

(100.00  1 

$14^,3^9,9^2 

$148,794,955 

$166,822,730 

$137,559,682 

5^85_ 

Program  Description 

The  Construction  Program  is  responsible  for  administering  construction 
contracts  and  assuring  that  roads  and  bridges  are  constructed  or  reconstructed 
to  meet  the  needs  of  Montana's  citizens.  The  reconstruction  and  construction 
work  is  done  by  private  contractors  on  a  bid  basis.  Personnel  in  the 
Construction  Program  are  responsible  for  monitoring  the  work  of  construction 
work  to  ensure  it  meets  contract  specifications.  Construction  Program  personnel 
are  located  in  the  5  districts  statewide  and  in  the  department's  headquarters  in 
Helena. 


Budget 

Tlte  Construction  Program  current  level  increases  3.8  percent  from  the  1989 
bieiMiiutti  to  the  1991  biennium,  and  is  due  to  an  increase  in  contractor  payments 
for  scheduled  highway  construction  projects  in  the  1991  biennium  as  compared  to 
the  1989  biennium. 

Personal  services  decrease  2.6  percent  due  in  large  part  to  step  reductions 
in  positions  from  a  high  rate  of  turnover  and  due  to  fewer  work  hours  in  the 
1991  biennium  compared  to  the  1989  biennium.  Vacancy  savings  was  8  percent  in 
fiscal  1988,  as  compared  to  4  percent  budgeted  in  fiscal  1989,  and  6  percent 
applied  in  the  1991  biennium  current  level.  Decreases  were  partially  offset  by  an 
increase  in  FTE  of  10.40  in  fiscal  1989  as  approved  by  the  1987  legislature. 
Authorized  FTE  by  the  1987  legislature  for  this  program  was  600.60  in  fiscal  1988 
and  611.00  in  fiscal  1989,  but  with  the  elimination  of  the  Internal  Services 
Program  in  the   1991  biennium,    30.00  FTE  will  be  transferred  to  the  Construction 
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Program.     For  comparative  purposes,    these  additional  FTE  and  related  costs  are 
included  in  the  1989  biennium  totals  for  this  program. 

Operating  expenses  increase  4.7  percent,  due  entirely  to  an  increase  in 
construction  projects  in  the  1991  biennium,  reflecting  increased  funds  in  the 
Reconstruction  Trust  Fund  (RTF)  program  for  emphasis  on  reconstruction  and 
repair  of  the  state's  primary  system.  Contractor  payments  for  planned  construc- 
tion projects  are  $146  million  in  fiscal  1990  and  $116  million  in  fiscal  1991, 
providing  for  an  increase  of  $22.9  million  in  fiscal  1990  and  a  decrease  of  $7.6 
million  in  fiscal  1991  from  fiscal  1988  levels.  All  other  operating  expenses  are 
carried  forward  in  total  at  fiscal  1988  base  levels,  with  minor  adjustments  for 
decreases  in  lab  testing  costs  and  for  reductions  due  to  the  elimination  of  the 
Internal  Services  Program,  offset  by  increases  in  equipment  rental,  in -state 
travel,  and  other  operating  expenses  for  increased  construction  level  workloads. 

Equipment  included  in  current  level  is  for  computers  (including  Computer- 
Aided  Design  and  Drafting  System  upgrades),  office  equipment,  and  small 
construction  equipment.  The  amount  allowed  is  as  the  agency  requested,  and 
reflects  the  average  expenditure  for  equipment  in  this  program  for  the  last  three 
fiscal  years. 

Non-operating  costs  in  the  1991  biennium  are  debt  service  for  a  leased 
telephone  system,  which  were  accounted  for  in  operating  expenses  in  the  1989 
biennium . 

Fiuifiing 

State  special  revenue  includes  $20,854,224  in  fiscal  1990  from  bond  proceeds, 
highways  special  revenue  of  $7,964,062  in  fiscal  1990  and  $23,527,690  in  fiscal 
1991,  and  highway  reconstruction  trust  funds  of  $34,275,143  in  fiscal  1990  and 
$31,189,887  in  fiscal  1991.  Revenue  bond  issue  restrictions  required  expenditure 
of  bond  proceeds  first,  and  they  will  be  expended  in  fiscal  1990  and  replaced  by 
expenditures  from  the  highways  special  revenue  account.  Federal  funds  are  from 
the  Highway  Surface  Transportation  Act.  Proprietary  funds  in  the  1989  biennium 
represent  the  amount  transferred  to  this  program  for  the  Materials  Bureau 
function  when  the  Internal  Services  Program  was  eliminated.  The  proprietary 
fvmds  are  replaced  by  highways  special  revenue  funds  in  the  1991  biennium. 
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MAINTENANCE 

Actual 

Appropriated 

-   -   -  Current 

Level   

X  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

642.18 

6'f2.33 

652.68 

652.68 

10.50 

Personal  Services 

$18,519,385 

$19,030,425 

$18,444,890 

$18,471,436 

(1.69) 

Operating  Expenses 

22,359,671 

21,812,602 

24,207,384 

24,793,328 

10.93 

Eiuipment 

99, '♦38 
S<»0,978,'i9<» 

100,090 
$40,943,117 

209,720 

187,214 
$43,451,978 

98.94 

Total   Operating  Costs 

$42,861,994 

5.36 

Hon-Operating   Costs 

16,<t30 

133,030 

71,490 

71,490 

(4.341 

Total  Expenditures 

$'f0,99<»,92'» 

$41,076,147 

$42,933,484 

$43,523,468 

5.34 

Fund  Sources 

State  Special 

$'t0,99<»,92<i 

$40,865,147 

$42,933,484 

$43,523,468 

5.62 

Other   Revenue 

-0- 

211,000 
$41,076,147 

-0- 

-0- 

(100.00) 

Total  Funds 

$'t0,99'i,924 

$42,933,484 

$43,523,468 

_   _5^34_ 

Program  Description 

The  Maintenance  Program  is  responsible  for  preserving  and  maintaining  the 
state  highway  system  and  its  related  facilities.  Major  maintenance  activities 
include  the  patching,  repair,  and  periodic  sealing  of  highway  surfaces,  snow 
removal,  and  sanding. 


Budget 

Current  level  provides  for  a  5.3  percent  increase  from  the  1989  biennium  to 
the  1991  biennium,  primarily  due  to  an  increase  in  equipment  rental  rates  charged 
by  the  Equipment  Program. 

Personal  services  decrease  1.7  percent  even  though  the  number  of  FTE 
inoronsps  in  the  1991  biennium  due  to  step  reductions  in  positions  as  a  result  of 
turnover  and  higher  vacancy  saWngs  applied  in  the  1991  biennium.  Vacancy 
savings  of  6  percent  is  applied  in  the  1991  biennium,  compared  to  6.2  percent 
vacancy  savings  in  fiscal  1988  and  budgeted  vacancy  savings  of  4  percent  in 
fiscal  1989.  Authorized  FTE  in  fiscal  1988  were  reduced  by  the  transfer  of  a 
0.15  mechanic  position  to  the  Equipment  Program  by  the  agency.  FTE  increases 
in  the  1991  biennium  are  the  result  of  transfers  requested  by  the  agency, 
including  the  transfer  of  10.00  FTE  in  the  Communications  Center  into  this 
program  from  the  General  Operations  Program,  and  a  net  transfer  of  0.50  FTE 
from  the  Equipment  Program. 

Operating  expenses  increase  10.9  percent  due  to  increases  of  $1.7  million  in 
fiscal  1990  and  $2.2  million  in  fiscal  1991  for  equipment  rental  rates.  Heavy  duty 
maintenance   equipment   is   rented   from    the   Equipment   Program   and   beginning   in 
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the  1991  biennium  rental  rates  will  include  equipment  replacement  costs.  Rental 
costs  also  increase  due  to  higher  fleet  values  and  a  carry-forward  gain  that 
resulted  in  lower  rates  in  the  base  year.  Equipment  rental  costs,  including 
gasoline,  are  approximately  $10  milUon  per  year  and  represent  nearly  25  percent 
of  the  maintenance  budget. 

The  agency  had  requested  $97,000  in  fiscal  1990  for  pressure  tests  on  257 
underground  fuel  tanks  and  $147,000  in  fiscal  1991  to  develop  an  underground 
tank  system  Integrity  Assurance  Program  for  leak  detection  and  monitoring. 
Funding  for  this  project  is  not  included  in  current  level.  Environmental 
Protection  Agency  estimates  indicate  potential  leakage  in  86  tanks  at  a  loss  of  208 
gallons  per  month,  which  would  amount  to  a  yearly  loss  of  nearly  $200,000  in 
gasoline.  The  legislature  may  wish  to  consider  this  request.  However,  potential 
savings  in  gasoline  costs  would  appear  to  be  enough  to  cover  the  cost  of  the  tank 
testing,  repair,  and  monitoring  projects.  A  fund  transfer  might  be  required  from 
the  Equipment  Program. 

Equipment  included  in  current  level  is  $85,000  per  year  for  communications 
equipment,  as  well  as  miscellaneous  office  equipment  and  field  maintenance 
equipment.  The  amount  allowed  is  as  the  agency  requested,  and  reflects  the 
average  expenditure  for  equipment  in  this  program  for  the  last  three  fiscal  years. 

Non-operating  expenses  are  for  purchases  of  land  for  gravel  production  and 
storage  sites. 

Funding 

The  Maintenance  Program  is  fvmded  entirely  by  highways  special  revenue 
funds.  Other  revenue  in  fiscal  1989  is  provided  by  oil  overcharge  funds  and 
were  appropriated  by  House  Bill  621  for  replacement  of  highway  lights  east  of  the 
Continental  Divide  with  energy  efficient  low-pressure  sodium  vapor  lights. 
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PRECONSTRUCTION 

Actual 

Appropriated 

-   -   -  Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Bienniun, 

F.T.E. 

Z3Z.00 

232.00 

232.00 

232.00 

0.00 

Personal  Services 

$  6,491,910 

$   6,733,429 

$  6,477,609 

$   6,495,466 

(1.911 

Operating  Expenses 

'♦,237,104 

2,828,491 

1,442,533 

1,495,922 

(58.41) 

Equipment 

351,031 
$11,080,045 

394,500 
$   9,956,420 

189,998 

176,203 
$  8,167,591 

(50.88) 

Total  Operating  Costs 

$  8,110,140 

(22.62) 

Non-Operating  Costs 

2,343,965 

2.255,100 

4,451,390 

5,905,100 

125.19 

Total  Expenditures 

$13,424,010 

$12,211,520 

!l?i56il§l? 

$14,072,691 

=========== 

_3^90_ 

Fund  Sources 

State  Special 

$  4,108,356 

$  4,557,716 

$   3,002,483 

$  2,674,616 

(34.49) 

Federal   Revenue 

9,315,654 

7,653,804 

9,559,047 

11,398,075 

23.50 

Total  Funds 

$13,424,010 

$12,211,520 

$12,561,530 

$14,072,691 

..li??. 

Program  Description 

The  Preconstruction  Program  is  responsible  for  construction  project  planning 
and  development  from  the  time  it  is  included  in  the  long- range  work  plan  through 
the  several  steps  necessary  prior  to  actual  letting  of  the  contract,  including 
project  design,  public  hearings,  right-of-way  acquisitions,  and  the  contract  bid 
and  letting  process. 

Budget 

The  Preconstruction  Program  current  level  increases  3.9  percent  from  the 
1989  biennium  to  the  1991  biennium,  even  though  total  operating  costs  decrease 
nearly  23  percent.  The  increase  is  attributable  to  an  increase  for  the  purchase 
of  land  for  highway  right-of-way. 

Personal  services  decrease  slightly  due  to  step  reductions  from  turnover  and 
a  higher  vacancy  savings  rate  in  the  1991  biennium.  Vacancy  savings  of  6 
percent  was  applied  in  the  1991  biennium  compared  to  budgeted  vacancy  savings 
of  4  percent  in  fiscal  1989.  Actual  vacancy  savings  in  fiscal  1988  was  7.3 
percent.  The  agency  requested  an  increase  in  overtime  from  $55,000  in  fiscal 
1988  to  $350,000  per  year  in  the  1991  biennium  due  to  work  backlogs,  but  the 
increase  is  not  included  in  current  level. 

Operating  expenses  decrease  58.4  percent  due  to  a  reduction  of  $460,000  per 
year  for  the  elimination  of  user  fees  formerly  paid  to  the  Internal  Services 
Program,  and  a  reduction  of  $2.3  million  each  year  below  fiscal  1988  expenditures 
for  consultant  and  professional  services.  The  agency  was  appropriated  $800,000 
per   year   in    the    1989    biennium   for    these    services,    but    expended   $3,154,000    in 
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fiscal  1988  to  contract  several  design  projects  to  commercial  engineering  firms  due 
to  a  backlog.  The  overexpenditure  of  operating  expenses  was  funded  by  a 
transfer  of  $2.25  million  from  non-operating  costs.  The  non-operating  costs  were 
appropriated  for  the  purchase  of  land  for  right- of  way,  but  since  design  was 
behind  schedule,  right-of-way  purchases  were  not  being  completed.  The  agency 
requested  a  return  to  land  purchase  allowances  in  excess  of  base  year 
appropriations,  and  also  requested  continued  funding  for  contract  design  services 
at  $1.6  million  in  excess  of  fiscal  1988  appropriated  levels,  which  would  result  in 
an  increase  in  current  level  by  over  55  percent  in  the  1991  biennium  over  the 
fiscal  1988  appropriated  level.  The  allowance  for  consultant  and  professional 
services  was  reduced  to  fiscal  1988  appropriated  levels  for  the  1991  biennium. 
The  legislature  may  wish  to  consider  the  long-range  outlook  for  preconstruction 
backlogs  and  whether  contract  design  services  are  the  most  economical  method  of 
funding  the  work. 

Equipment  allowances  in  current  level  include  $154,000  in  fiscal  1990  and 
$124,000  in  fiscal  1991  for  Computer  Aided  Design  and  Drafting  (CADD)  System 
upgrades  and  new  equipment,  with  the  remainder  for  other  microcomputer 
equipment  and  furniture  and  office  equipment. 

Non-operating  costs  are  for  land  purchases,  and  are  budgeted  at  fiscal  1988 
appropriated  levels  for  the  1991  biennium  to  secure  right-of-way  for  projects 
scheduled  to  be  let  to  contract.  The  agency  had  requested  an  additional  $1.2 
million  in  fiscal  1991. 

Funding 

State  special  revenue  funds  include  $250,000  per  year  from  the  reconstruc- 
tion trust  fund  for  preconstruction  projects  for  the  RTF  primary  system 
improvement  program.  The  balance  of  state  special  revenue  is  from  the  highways 
special  revenue  account.  The  decrease  in  state  special  revenue  funding  is  due  to 
the  reduction  in  contract  design  services  below  fiscal  1988  levels.  Federal  funds 
are  from  the  highway  trust  fund,  provided  by  Federal  Highway  Surface 
Transportation  Act  funds. 

The  agency  transferred  $900,000  appropriation  authority  from  fiscal  1988  to 
fiscal  1989,  as  authorized  by  language  in  House  Bill  2.  The  transfer  was  to 
operating  expenses,  and  funding  transferred  was  $200,000  highways  special 
revenue  fund  and  $700,000  federal  highway  trust  funds. 
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INTERNAL  SERVICES 

Actual 

Appropriated 

Current 

Level   

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 
0.00 

1989 

1990 
0.00 

1991 
0.00 

Biennium 

F.T.E. 

0.00 

0.00 

Personal  Services 

$  -0- 

$   -0- 

$   -0- 

$   -0- 

0.00 

Operating  Expenses 

-0- 

-0- 

-0- 

-0- 

0.00 

Equipment 

-0- 

-0- 

-0- 

-0- 

0.00 

Total  Expenditures 

!_:?:_ 

?_:?:_ 

!_:?:_ 

?_:?=. 

?i?9 

Fund  Sources 

Proprietary 

-0- 

-0- 

-0- 

-0- 

0.00 

Total  Funds 

?_:?:_ 

!_:9:. 

!_:9:. 

$  -0- 

====== 

0^00 

Program  Description 

The  Internal  Services  Program  provides  services  to  other  programs  of  the 
Department  of  Highways,  including  printing,  photography,  data  processing,  the 
van  pool,  and  aircraft  services. 

Budget 

The  Internal  Services  Program  exists  through  the  1989  biennium,  but  the 
program  is  eliminated  in  the  1991  biennium  at  the  request  of  the  agency  and 
services  are  transferred  to  three  other  programs.  Costs  for  the  1989  biennium 
are  shown  in  the  programs  to  which  they  are  transferred  in  the  1991  biennium  for 
comparative  purposes.  The  action  was  supported  by  the  Accounting  Division  of 
the  Department  of  Administration  for  proper  accounting  procedures,  as  it 
eliminates  excess  authority  and  double  accounting  of  funds.  The  fiscal  1989 
appropriation  was  transferred  to  other  programs  as  follows:  1)  printing, 
photography,  and  data  processing  services  to  General  Operations,  totaling 
$1,857,408  and  36.75  FTE;  2)  the  Materials  Bureau  to  the  Construction  Program, 
lufnling  $909,fi46  and  30.00  FTE;  and  3)  the  aircraft  unit  and  van  pool  to  the 
Equipment  Program,    totaling  $115,661  and  1.00  FTE. 

Funding 

The  elimination  of  the  Internal  Services  Program  shifts  funding  from  a 
proprietary  fund  to  the  highways  special  revenue  fund. 
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STATE  MOTOR 

POOL 

Actual 

Appropriated 

-   -   -  Current 

Level   

'A  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

5.00 

6.00 

5.00 

5.00 

(I. 001 

Personal  Services 

$lia,9<»5 

$l'f8,107 

$119,620 

$119,772 

(10.361 

Operating  Expenses 

229,598 

217,982 

243,492 

243,733 

8.86 

Equipment 

408,376 

335,620 

420,000 

420,000 

12.90 

Total  Expenditures 

$756,919 

======== 

$701,709 

======== 

$783,112 
======== 

$783,505 

-J.-Vl. 

Fund  Sources 

Proprietary 

$756,919 

$701,709 

$783,112 

$783,505 

7.40 











Program  Description 

The  State  Motor  Pool  Program  operates  and  maintains  a  fleet  of  rental 
vehicles  available  to  all  state  offices  and  employees  in  the  Helena  area. 

Budget 

Current  level  provides  for  a  7.4  percent  increase  from  the  1989  biennium  to 
the  1991  biennium  due  to  inflation  factors  applied  by  the  Office  of  Budget  and 
Program  Planning  and  to  increased  funding  levels  for  vehicle  purchases.  Personal 
services  decrease  due  to  the  transfer  of  a  1.00  FTE  mechanic  position  from  this 
program  to  the  Equipment  Program,  and  due  to  vacancy  savings  of  6.3  percent  in 
fiscal  1988  compared  to  4  percent  vacancy  savings  budgeted  in  fiscal  1989  through 
fiscal  1991.  Operating  expenses  increase  due  to  inflation  factors  applied  by  the 
Office  of  Budget  and  Program  Planning,  primarily  for  gasoUne  costs.  Other  minor 
increases  and  decreases  in  operating  expenses  were  offsetting. 

Equipment  is  for  the  purchase  of  replacement  vehicles  for  the  fleet,  and  is 
budgeted  at  fiscal  1988  appropriated  levels.  The  agency  had  requested  $250,000 
more  per  year  to  allow  for  maintenance  and  replacement  of  a  fleet  of  180  vehicles 
in  thp  1991  biennium.  The  1989  legislature  appropriated  funds  for  maintenance 
an(l  replacements  for  a  158  unit  fleet  in  the  1989  biennium.  Due  to  increased 
demand,  the  agency  plans  to  increase  the  fleet  to  180  units  in  fiscal  1989  using 
funds  borrowed  from  the  highways  special  revenue  account,  to  be  reimbursed 
over  a  four  year  period,  with  fees  adjusted  accordingly.  The  increase  is  not 
included  in  current  level. 

Funding 

Funding  is  from  the  motor  pool  proprietary  account.  Revenues  in  this 
account  come  from  vehicle  rentals. 
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EQUIPMENT 

Actual 

Appropriated 

-   -   -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

IZZ.OO 

120.85 

121.50 

121.50 

(  0 . 50  1 

Personal  Services 

$   3,451,366 

$   3,448,560 

$   3,400,959 

$   3,407,300 

(1.33) 

Operating  Expenses 

3,963,738 

4,642,586 

4,321,552 

4,349,453 

0.75 

Equipment 

5,5«.3<»Z 
$12,957,446 

4,905,659 

4,905,659 
$12,628,170 

4,905,659 
$12,662,412 

(6.09) 

Total  Operating  Costs 

$12,996,805 

(2.56) 

Non-Operating  Costs 

1,930,659 
$14,888,105 

1,705,659 

$14,702,464 

=========== 

-0- 

-0- 

(100.00) 

Total   Expenditures 

$12,628,170 

$12,662,412 

-IVtAll 

Fund  Sources 

State  Special 

$   1,930,659 

$   1,705,659 

$            -0- 

$            -0- 

(100.00) 

Proprietary 

12,957,446 

12,996,805 

12,628,170 

12,662,412 

(2.56) 

Total  Funds 

$14,888,105 

$14,702,464 

$12,628,170 

$12,662,412 

_n4^532 

Program  Description 

The  Equipment  Program  is  responsible  for  the  purchase,  distribution,  and 
maintenance  of  all  highway  construction  equipment  and  vehicles.  The  equipment 
is  rented  to  the  other  programs  within  the  Department  of  Highways. 

Budget 

Current  level  provides  for  a  14.5  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium.  Operating  costs  account  for  only  2.6  percent  of  the  decrease. 
The  elimination  of  a  transfer  of  funds  from  the  highways  special  revenue  account 
(non- operating  cost)  to  pay  for  replacement  cost  of  equipment  is  the  major  reason 
for  the  decrease. 

Personal  services  decrease  slightly  due  to  various  reasons  including  step 
reductions  from  turnover  and  fewer  work  hours  in  the  1991  biennium.  The  1987 
legislature  funded  119.85  FTE  in  the  1989  biennium,  and  1.00  FTE  was  added  with 
the  transfer  of  the  aircraft  and  van  pool  units  from  the  Internal  Services 
Program.  In  addition,  a  0.15  FTE  mechanic  position  was  transferred  from  the 
Maintenance  Program  and  a  1.00  FTE  mechanic  position  was  transferred  from  the 
State  Motor  Pool  Program  in  fiscal  1988.  In  the  1991  biennium,  current  level 
complies  with  the  agency  request  for  the  transfer  of  a  net  0.50  FTE  to  the 
Maintenance  Division.  Vacancy  savings  of  4  percent  was  applied  in  the  1991 
biennium.     Actual  vacancy  savings  in  fiscal  1988  was  4.2  percent. 

Operating  expenses  increase  slightly  in  the  1991  biennium,  as  current  level 
increases  over  fiscal  1988  levels  but  is  below  fiscal  1989  budgeted  levels.  The 
majority  of  the  increase  over  fiscal  1988  levels  is  due  to  inflation  factors  applied 
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by  the  Office  of  Budget  and  Program  Planning  and  increases  for  gasoline  due  to  a 
mild  winter  in  the  fiscal  1988  base  year,  although  the  gasoline  budget  remains 
below  fiscal  1988  appropriated  levels.  The  agency  requested  a  47  percent 
increase  for  diesel  fuel,  but  only  a  5  percent  increase  is  included  in  current  level 
to  return  to  fiscal  1988  appropriated  levels. 

Non-operating  costs  in  the  1989  biennium  were  for  the  transfer  of  funds  from 
the  highways  special  revenue  account  to  approximate  the  replacement  cost  of 
vehicles  not  funded  by  the  federal  highway  program.  Replacement  cost  for 
equipment  was  not  factored  into  the  equipment  rental  fee  charged  by  the 
program.  Current  level  in  the  1991  biennium  includes  replacement  cost  in  the 
rental  fee,  eliminating  the  need  for  a  fund  transfer. 

Funding 

As  discussed  above,  state  special  revenue  funds  in  the  1989  biennium  were 
to  fund  replacement  costs  of  equipment.  Current  level  funds  the  Equipment 
Program  entirely  from  the  highway  equipment  proprietary  account,  resulting  in 
increased  rental  rates  for  users  of  equipment  (Construction  and  Maintenance 
Programs);  however,  interfund  transfers  decrease  by  a  like  amoiuit,  resulting  in 
no  change  in  the  department's  total  appropriation. 


INTERFUND  TRANSFERS 

Actual 

Appropriated 

-   -   -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

0.00 

0.00 

0.00 

0.00 

0.00 

Non-Operating  Costs 

$10,286,872 

=========== 

$26,^76,461 

$28,125,747 

$25,655,637 

46.29 





Fund  Sources 

State  Special 

$10,286,872 

$26,476,461 

$27,962,094 

$25,655,637 

45.85 

Proprietary 

-0- 

-0- 

163,653 

$28,125,747 

=========== 

-0- 

0.00 

Total  Funds 

$10,286,872 

$26,476,461 

$25,655,637 

46^29 

Program  Description 

The  Interfund  Transfers  Program  (formerly  called  Capital  Outlay)  constitutes 
the  sinking  fund  for  the  retirement  of  bonds.  It  is  also  used  to  provide  appro- 
priation authority  for  transfers  of  funds  between  accounting  entities. 

Budget 

Current  level  includes  transfer  authority  in  fiscal  1990  to  transfer 
$27,962,094  in  revenue  bond  proceeds  from  the  bond  account  to  the  reconstruction 
trust  fluid  for  primary  system  improvements.  Also  included  in  fiscal  1990  is 
$163,653   for   the   transfer   of   the   remaining   balance   in    the   Highway   Department 
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internal  service  proprietary  account  to  the  state  special  revenue  fund  due  to  the 
elimination  of  the  Internal  Services  Program.  The  transfer  of  $25,655,637  in 
fiscal  1991  is  from  the  highways  special  revenue  account  to  the  reconstruction 
trust  fund.  Bond  proceeds  are  depleted  in  fiscal  1990  and  future  transfers  to 
the  reconstruction  trust  fund  wiU  come  from  the  highways  special  revenue 
account.  Funds  transferred  in  the  1989  biennium  were  to  the  reconstruction  trust 
fund. 

Debt  service  payments  from  this  program  on  revenue  and  building  bonds  will 
be  $10,644,083  in  fiscal  1990  and  $10,647,833  in  fiscal  1991.  These  payments  are 
not  included  in  current  level  because  they  are  statutorily  appropriated  in  Section 
17-7-502   (4),   MCA. 


STORES  INVENTORY 


Budget  Item 
F.T.E. 

Operating  Expenses 
Fund  Sources 


Actual 

Appropriated 

Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

1988 

1989 

1990 

1991 

Biennium 

0.00 

0.00 

0.00 

0.00 

0.00 

;,2<i4,376 

$13,672,810 

$12,651,128 

$12,7'W,300 

(2.011 

State  Special  $12,244,376      $13,672,810     $12,651,128     $  1 2 , 7'*<» , 300 


Program  Description 

The  Stores  Inventory  Program  is  used  to  purchase  and  store  materials 
including  office  and  construction  supplies  as  well  as  bulk  items  such  as  sand, 
road  oil,  and  gasoline  used  by  other  highway  department  programs.  Store 
operations  are  maintained  in  Helena  and  in  each  of  the  field  districts.  The  Helena 
stores  facility  services  the  department  headquarters  and  shop  facility  and  also 
acts  as  the  central  receiving  and  distribution  center  for  all  quantity  stores 
purchases . 

Budget 

Operating  expenses  decrease  2  percent  from  the  1989  biennium  to  the  1991 
biennium,  as  current  level  is  below  fiscal  1989  budgeted  levels  but  is  still  above 
fiscal  1988  expenditure  levels.  Increases  over  fiscal  1988  levels  are  due  primarily 
to  inflation  factors  applied  by  the  Office  of  Budget  and  Program  Planning  and  to 
increases  for  gas  purchases  to  match  the  amounts  included  in  current  level  for 
other  programs.  The  agency  had  requested  a  37  percent  increase  in  diesel  fuel 
purchases,  but  the  amount  included  in  current  level  is  the  amount  required  to 
meet  current  level  requirements  of  other  programs. 
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Funding 


The   Stores  Inventory  Program  is  funded  from  the  highways  special  revenue 
account. 


GROSS 

VEHICLE  WEIGHT  (GVW) 

Actual 

Appropriated 

Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

110.03 

110.03 

110.03 

110.03 

0.00 

Personal   Services 

$Z,521,0<J2 

$2,570,561 

$2,546,075 

$2,552,597 

0.14 

Operating   Expenses 

717,988 

878,681 

623,025 

637,126 

(21.08  1 

Equipment 

55.50<i 
$3,292,534 

54,120 
$3,503,362 

36,500 

37,000 
$3,226,723 

(31.711 

Total   Operating   Costs 

$3,205,600 

(5.35) 

Non-Operating   Costs 

99,990 
$3,392,524 

-0- 

-0- 

-0- 

(100.00) 

Total  Expenditures 

$3,503,362 

========== 

$3,205,600 

========== 

$3,226,723 

..'iH-JAl 

Fund  Sources 

State   Special 

$3,392,524 

$3,503,362 

$3,205,600 

$3,226,723 

(6.72) 

Program  Description 

The  Gross  Vehicle  Weight  (GVW)  Division  is  responsible  for  enforcement  of 
the  statutes  and  regulations  relating  to  vehicle  weights  on  the  state's  highways 
(Title  61,  MCA)  and  collects  gross  vehicle  weight  fees.  It  consists  of  two 
bureaus.  The  Licensing  and  Collection  Bureau  registers  interstate  fleet  vehicles, 
issues  GVW  fee  licences,  issues  oversize  and  overweight  permits,  and  collects  fees 
and  taxes.  The  Enforcement  Bureau  operates  weigh  stations  across  the  state  and 
assigns  enforcement  officers  to  inspect  vehicles  for  compliance  with  registration, 
fuel,  size,  and  weight  laws. 

Budgot 

Current  level  provides  for  a  6.7  percent  decrease  from  the  1989  biennium  to 
the  1991  biennium,  primarily  due  to  the  elimination  of  program  expenditures  for 
internal  services,  and  to  the  elimination  of  funding  in  the  1991  biennium  for 
non- operating  expenses  to  retrofit  GVW  stations. 

There  are  only  minor  adjustments  in  personal  services  from  the  1989  to  the 
1991  biennium.  Vacancy  savings  of  4  percent  was  applied  in  the  1991  biennium, 
as  compared  to  actual  vacancy  savings  in  fiscal  1988  of  5.8  percent. 

Operating  expenses  decrease  over  $143,000  per  year  below  fiscal  1988  levels 
due  to  the  elimination  of  the  Internal  Services  Program  and  the  need  for 
expenditures  for  internal  services.     Minor  increases  occurred  for  equipment  rental 
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rate    increases    charged   by    the   Equipment    Bureau   and   for   increased   electricity 
costs  due  to  the  opening  of  the  new  Haugen  weigh  station  in  fiscal  1989. 

Non- operating  costs  in  fiscal  1988  were  for  the  retrofit  of  GVW  stations. 
This  expenditure  was  unbudgeted,  and  funds  were  transferred  from  operating 
expenses  to  fund  this  project.  The  agency  is  continuing  this  project  in  fiscal 
1989,  and  requested  $120,000  per  year  in  the  1991  biennium  to  continue  this 
project.     Funding  for  the  project  is  not  included  in  current  level. 

Funding 

The  GVW  Program  is  funded  entirely  from  the  highways  state  special  revenue 
account. 
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FTE 
Fiscal  1991 

Executive  Budget 
LFA  Current  Level 

99.50 
96.50 

Executive  Over  (Under)  LFA 

AM 

DEPARTMENT  OF  MILITARY  AFFAIRS 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 

------  Biennium  ------ 

General  Fund  Total  Funds 

$3,896,540  $10,666,800 

3.485.125  12.674.998 

$__411,415  $£2,008^98) 


The  executive  budget  includes  3.00  FTE,  $411,415  more  general  fund,  and 
$2,008,198  less  total  funds  in  the  1991  biennium  than  LFA  current  level.  This 
difference  is  attributable  to  the  executive  budget  including:  1)  less  vacancy 
savings;  2)  higher  overall  operating  costs;  3)  less  equipment;  4)  $2.8  million  less 
pass -through  disaster  funds;  and  5)  seven  modified  budget  requests  in 
comparison  to  LFA  current  level.  These  areas  are  discussed  in  the  issues 
presented  below. 

ISSUE  1:     VACANCY  SAVINGS 

The  executive  budget  uses  a  general  2  percent  vacancy  savings  rate  for 
most  of  the  department's  programs  compared  to  the  general  4  percent  rate  used  in 
LFA  current  level.  This  adds  approximately  $18,800  more  general  fund  and 
$77,650  more  total  funds  to  the  executive  personal  services  budget  than  is 
included  in  LFA  current  level. 


ISSUE  2:     OVERSTATED  EXPENDITURES 

The  agency  accrued  $47,966  of  operating  expenses,  primarily  utilities,  that 
were  not  needed.  This  had  the  effect  of  overstating  actual  operating 
expenditures  in  the  base  year.  LFA  current  level  removed  these  expenditures 
from  the  operating  base  while  the  executive  budget  did  not.  As  a  result,  the 
executive  budget  includes  $53,840  more  general  fund  and  $95,872  more  total  funds 
in  the  1991  biennitun  than  included  in  LFA  current  level. 


ISSUE  3:     INFLATION  DIFFERENCES 

The  executive  budget  has  $6,261  higher  utility  inflation  than  included  in  LFA 
current  level.     Approximately  $2,500  of  this  higher  amount  is  general  fund. 

ISSUE  4:     OTHER  OPERATING  EXPENSE  DIFFERENCES 

Considering  the  operating  expense  differences  identified  in  Issues  2  and  6, 
the  executive  budget  has  $2,202  less  general  fund  and  $81,615  less  total  funds 
for  operating  expenses  than  included  in  LFA  current  level.  Most  of  the 
difference  is  attributable  to  the  executive  reducing  maintenance  expenditures 
$87,214  in  the  1991  biennium. 
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ISSUE  5:     EQUIPMENT 

LFA  current  level  includes  $4,175  general  fund  and  $6,650  total  funds  for 
equipment  purchases  in  the  Disaster  Coordination  Response  Program  and  the 
Veterans'  Affairs  Division  which  were  not  included  in  the  executive  budget. 

ISSUE  6:     DISASTER  FUNDS 

The  executive  budget  includes  $600,000  per  year  federal  appropriation 
authority  for  pass -through  disaster  funds  compared  to  the  $2,000,000  per  year 
authority  included  in  LFA  current  level.  The  1987  legislature  authorized 
increasing  the  appropriation  authority  to  $2,000,000  annually  to  provide  the 
department  adequate  authority  in  the  event  of  a  true  emergency  or  disaster. 

ISSUE  7:     MODIFIED  BUDGET  REQUESTS 

The  executive  budget  includes  seven  modified  budget  requests  submitted  by 
the  agency.  These  are  summarized  in  the  table  below.  The  modifieds  add  3.00 
FTE,  $340,147  general  fund  and  $677,883  total  funds  to  the  department's  budget 
in  the  1991  biennium  that  is  not  included  in  LFA  current  level. 


Table  1 
Budget  Modifications  in  the  Executive  Budget 
Department  of  Military  Affairs  -   1991  Biennium 


Program 


I.  Administration 

Z.  Army  Guard 

3.  Air  Guard 

't.  Air  Guard 

5.  Disaster  Coordination  Response 

6.  Disaster  Coordination  Response 

7.  Veteran's  Affairs  Division 

Total  Modifieds 


-  -  1991 

Biennium  -  - 

1991 

General 

Total 

Modified  Name 

FTE 

Fund 

Funds 

Clerical  Support 

0.50 

$  16,6Z3 

$  16,623 

Clerical/Utilities 

Support 

0.50 

279,888 

279,888 

Design  Engineer 

1.00 

-0- 

^2,311 

Maintenance/Great  F 

alls 

1.00 

'fi.zez 

206,511 

Hazardous  Training 

0.00 

-0- 

120,000 

Office  Rent 

0.00 

2,37't 

'♦,750 

Grounds  Maintenance 

0.00 
3^00 

-0- 

8,000 

S3<»0,l<f7 

======== 

$677,883 
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Budget  Item 

F.T.E. 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Totnl  Expenditures 

Fund  Sources 


Actual 

Appropriated 

-  -  -  Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

1988 

1989 

1990 
96.50 

1991 
96.50 

Biennium 

96.50 

96.50 

0.00 

!2, 196, 069 

$2,279,511 

$2,317,160 

$2,318,638 

3.58 

1,986,307 

2,212,595 

2,002,'i30 

2,023,160 

I'*. 12) 

18,415 

-0- 

9,050 

-0- 

(50.86) 

$4,200,791 
558,491 


$4,759,282 


$4,491,906 
2,002,280 


$6,494,186 


$4,328,640 
2,002,280 


$6,330,920 


$4,341,798 
2,002,280 


$6,344,078 


(0, 
56. 

.26) 
.38 

12. 

.63 

General  Fund 
Federal  Revenue 


$1,773,550 
2,985,732 


$1,841,281 
4,652,905 


$1,743,193 
4,587,727 


$1,741,932 
4,602,146 


(3.59) 
20.31 


Total  Funds 


$4,759,282 


$6,494,186 


$6,330,920 


$6,344,078 


Program  Description 

The  Department  of  Military  Affairs  oversees  all  activities  of  the  Army  and 
Air  National  Guard,  the  Veterans'  Affairs  Division,  and  the  Disaster  and 
Emergency  Services  Division.  The  Disaster  and  Emergency  Services  Division  is 
responsible  for  the  preparation,  update,  coordination,  and  testing  of  all  state 
emergency  preparedness,  response,  and  recovery  plans. 

Budget 

The  1991  biennium  current  level  budget  reflects  a  12.6  percent  overall 
increase  from  the  1989  biennium.  This  is  due  to  a  56.4  percent  increase  in 
non-operating  costs,  which  are  pass-through  federal  disaster  funds.  The  budget 
includes  $2,000,000  federal  disaster  fund  authority  annually.  Only  $555,986  was 
spent   for  this  purpose  in  fiscal  1988. 

Ihi.lgeted  full-time  equivalent  positions  remain  the  same  as  authorized  by  the 
1987  legislature.  Personal  services  increase  3.6  percent  because  salaries  for  31 
fire  fighters  in  the  Air  National  Guard  are  budgeted  for  2,780  regular  hours  and 
150  overtime  hours.     These  fire  fighters  are  paid  100  percent  from  federal  funds. 

Operating  expenses  show  an  overall  4.1  percent  decrease  from  the  1989 
biennium.  This  decrease  is  due  to  actual  fiscal  1988  expenditures  and  1991 
biennium  operating  budgets  (primarily  in  the  Army  National  Guard)  being  sub- 
stantially less  than  authorized  for  fiscal  year  1989.  A  net  operating  increase 
between  fiscal  1988  cind  1990  occurs  due  to  several  factors.  Division -wide  audit 
costs   increase   $20,117   from  fiscal   1988.      Only   $637    of   a   biennial   $18,044   audit 
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appropriation  was  expended  in  fiscal  1988;  $20,754  is  budgeted  for  the  1991 
biennium.  Another  cause  for  the  operating  cost  increase  between  fiscal  1988 
actual  and  fiscal  1990  is  in  the  Veterans'  Affairs  Division.  An  appropriation  for 
the  veteran  grave  opening  and  closing  service  was  reestablished  for  $30,000 
annually.  Only  $1,176  was  spent  for  this  purpose  in  fiscal  1988.  Higher  travel 
costs  add  $9,071  in  fiscal  1990.  Rent  for  field  offices  and  airport  maintenance 
increases  $7,973.  A  final  cause  of  the  operating  increase  from  fiscal  1988  to 
fiscal  1990  is  utility  inflation  which  adds  approximately  $88,000.  Operating 
expense  decreases  in  two  major  areas  offset  the  increases.  Operating  expenses 
are  reduced  $48,994  due  to  the  agency  overstating  expenditures  via  recording 
accruals  at  a  higher  level  than  necessary.  The  agency  also  reduced  the  current 
level  base  $86,861.  Most  of  this  reduction  was  due  to  reduced  insurance  costs, 
whose  rates  are  established  by  the  Tort  Claims  Division  (Department  of 
Administration) . 

Current  level  equipment  expenditures  are  budgeted  to  decrease  50.86 
percent.     The  equipment  budget  reflects  the  agency's  request. 

Non- operating  costs  include  pass  through  federal  disaster  funds  to  localities 
in  the  event  of  a  disaster.  The  federal  disaster  funds  are  budgeted  at 
$2,000,000  annually  which  is  the  appropriation  established  by  the  1987  legislature. 
Only  $555,986  of  these  funds  were  expended  in  fiscal  1988.  Non-operating  costs 
also  include  $2,280  each  year  in  payments  to  a  national  guardsman  injured  in  a 
prison  riot  in  1959. 

Funding 

The  Department  of  Military  Affairs  is  funded  from  general  fund  and  federal 
funds.  The  federal  funds  are  received  from  the  Department  of  Defense  and  the 
Federal  Emergency  Management  Agency  (FEMA) .  The  defense  contracts  fund  the 
National  Guard  programs  and  the  FEMA  funds  support  the  Division  of  Disaster 
and  Emergency  Services.  The  specifics  of  each  funding  allocation  is  detailed  in 
the  program  narratives. 
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ADMINISTRATION 

PROGRAM 

Actual 

Appropriated 

-    -    -  Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

4.00 

4.00 

4.00 

4.00 

0.00 

Personal   Services 

$116,955 

$124,655 

$124,219 

$124,620 

2.99 

Operating   Expenses 

56,419 

60,473 

63,565 

60,326 

5.99 

Total   Expenditures 

!1Z3.374 

!l§5il?§ 

$187,784 

$184,946 

======== 

3.97 

==== 

Fund  Sources 

General  Fund 

$163,272 

$174,983 

$177,650 

$174,808 

4.20 

Federal   Revenue 

10,102 

10,145 

10,134 

10,138 

0.12 

Total   Funds 

$173,374 

$185,128 

======== 

$187,784 

======== 

$184,946 

======== 

\:V. 

Program  Description 

The  Administration  Program  provides  management  and  supervisory  support  to 
the  Department  of  Military  Affairs. 

Budget 

The  current  level  budget  reflects  a  4  percent  overall  increase  due  to  higher 
personal  services  and  operating  costs.  Personal  services  increase  3  percent 
because  the  actual  fiscal  1988  vacancy  savings  rate  in  the  Administration  Program 
was  9.88  percent.     Four  percent  is  applied  in  the  1991  biennium  budget. 

Operating  costs  increase  6  percent  due  to  the  expenditure  of  $156  in  1989 
biennium  audit  costs  in  fiscal  1988  while  $5,188  is  budgeted  in  this  program  for 
the  1991  biennium.  Utility  inflation  of  approximately  $5,200  also  contributes  to 
this  increase. 

Funding 

CJoneial  fund  provides  the  entire  support  of  this  program  with  the  exception 
of  one -half  of  a  1.0  FTE  accounting  technician  who  is  50  percent  funded  with 
federal  funds  as  reimbursement  for  federal  work  performed. 
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ARMY 

NATIONAL  GUARD 

Actual 

Appropriated 

-   -   -  Current 

Level  

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
16.25 

1989 

1990 
16.00 

1991 
16.00 

Biennium 

F.T.E. 

16.00 

(0.25( 

Personal   Services 

$      322,769 

$      333,876 

$      338,108 

$      337,976 

2.96 

Operating  Expenses 

1,325,247 

1,427,346 

1,252,170 

1,276,100 

18.15) 

Equipment 

12,847 
$1,660,863 

-0- 

2,400 
$1,592,678 

-0- 

(81.321 

Total   Operating   Costs 

$1,761,222 

$1,614,076 

(6.29» 

Non-Operating   Costs 

2,505 

2,280 

2,280 

2,280 

(4.70) 

Total   Expenditures 

$1,663,368 

========== 

$1,763,502 

$1,594,958 

$1,616,356 

J'A-.Vil 

Fund  Sources 

General  Fund 

$     829,578 

$     868,498 

$      792,469 

$     803,454 

(6.02) 

Federal   Revenue 

833,790 

$1,663,368 

========== 

895,004 

$1,763,502 
========== 

802,489 

812,902 
$1,616,356 

(6.56) 

Total  Funds 

$1,594,958 

========== 

.sji-.m 

Program  Description 

The  Army  National  Guard  provides  trained  and  equipped  military 
organizations  for  the  Governor  in  the  event  of  a  state  emergency  and  for  the 
President  in  the  event  of  a  national  emergency.  The  state's  responsibilities 
include  coordination  and  maintenance  of  all  National  Guard  facilities. 

Budget 

The  current  level  budget  reflects  a  6.3  percent  overall  decrease  in  the  1991 
biennium.  This  decrease  is  due  to  reduced  operating  expenses  as  discussed  in 
the  following  paragraph.  Personal  services  in  the  Army  National  Guard  are 
budgeted  to  increase  3  percent  in  the  1991  biennium  due  to  lower  vacancy  savings 
being  budgeted  than  experienced  in  fiscal  1988.  In  fiscal  1988,  the  program 
exppn'pnced  an  actual  6.5  percent  vacancy  savings  rate  while  4  percent  is 
budgoted  in  tlie  1991  biennium.  Full-time  equivalent  positions  are  reduced  0.25 
FTE.  In  fiscal  1988,  the  department  transferred  a  0.25  FTE  into  this  program 
from  the  Emergency  Management  Development  Program;  however  this  partial 
position  was  returned  to  the  Emergency  Management  Development  Program  in  the 
1991  biennium. 

Fiscal  1988  operating  expenses  were  reduced  $43,191  because  unnecessary 
accruals  resulted  in  overstated  expenditures.  Insurance  costs  decrease  $69,535  in 
fiscal  1990  and  $66,430  in  fiscal  1991  from  fiscal  1988  levels.  The  agency  reduced 
base  operating  expenses  $13,803  each  year,  while  base  increases  add  $10,290 
annually.  Inflation  adds  approximately  $55,000  in  fiscal  1990  and  $75,000  in  fiscal 
1991. 
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The  equipment  budget  includes  funding  for  computer  modems. 

Non-operating  costs  in  the  1991  biennium  consist  of  $2,280  each  year  in 
payments  to  a  national  guardsman  injured  in  a  prison  riot  in  1959. 

Funding 

This  program  is  funded  with  a  combination  of  general  fund  and  federal 
funds.  The  state  is  reimbursed  for  certain  expenses,  including  personal 
services,  contract  services,  supplies  and  materials,  utilities,  and  repair  and 
maintenance  associated  with  the  maintenance  of  federal  buildings  on  a  75/25 
federal/state  basis.  The  expenses  incurred  in  support  of  the  training  facility  at 
Ft.  Harrison  is  reimbursed  100  percent  by  the  federal  government.  In  addition, 
the  federal  government  makes  a  grant  for  communications  expenses  to  the 
program . 


AIR 

NATIONAL 

GUARD 

Actual 

Appropriated 

Current 

Level    

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

37.00 

37.00 

37.00 

37.00 

0.00 

Personal   Services 

$ 

806,868 

S     846,355 

$     889,074 

$     889,018 

7.55 

Operating  Expenses 

— 

«0,760 

'♦83,993 

467,068 

482,990 

3.86 

Total  Expenditures 

$1 

,257,628 

$1,330,348 

$1,356,142 

$1,372,008 

6.24 

Fund  Sources 

General   Fund 

$ 

119,182 

$      125,671 

$      106,048 

$      109,224 

(12.08) 

Federal   Revenue 

_1 

.iia.'f^e 

1,204,677 

1,250,094 

1,262,784 

8.17 

Total   Funds 

fl 

,237,628 

======== 

$1,330,348 

========== 

$1,356,142 

$1,372,008 

__6^24_ 

Program  Description 

The  Air  National  Guard  provides  trained  and  equipped  military  organizations 
for  the  Governor  in  the  event  of  a  state  emergency  and  for  the  President  in  the 
event  of  a  national  emergency.  This  program  is  also  responsible  for  facilities 
maintenance  and  fire  protection  support  to  the  Air  National  Guard  base  at  Gore 
Hill  near  Great  Falls. 

Budget 

The  current  level  budget  reflects  a  6.2  percent  overall  increase  in  the  1991 
biennium.  This  is  due  to  increased  personal  services  costs  budgeted  in  the  1991 
biennium  and  higher  operating  costs. 
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Personal  services  increase  because  salaries  for  31.00  FTE  fire  fighter 
positions  are  budgeted  for  2,780  regular  hours  and  150  overtime  hours  each  year 
of  the  1991  biennium.  Another  factor  contributing  to  the  overall  cost  increase 
from  fiscal  1988  to  1990  is  the  program  experienced  an  actual  7.7  percent  vacancy 
savings  rate  in  fiscal  1988  while  4  percent  is  applied  in  the  1991  biennium  current 
level  budget. 

The  increase  in  operating  costs  in  the  1991  biennium  is  attributable  primarily 
to  utility  inflation,  approximately  $41,500  in  fiscal  1990  and  $57,500  in  fiscal  1991. 
The  inflation  increases  are  offset  $6,255  annually  due  to  the  agency  reducing  base 
operating  expenditures. 

No  equipment  was  requested  by  the  agency  for  the  1991  biennium. 

Funding 

The  Air  National  Guard  is  funded  with  general  fund  and  with  federal  funds. 
Federal  funds  entirely  support  the  31.00  FTE  fire  fighters  and  provide  80  percent 
of  the  remaining  funding  of  the  program,  with  the  exception  of  travel  and  other 
expenses,  which  are  financed  with  general  fund. 


DISASTER  COORDINATION 

AND  RESPONSE 

Actual 

Appropriated 

-   -   -  Current 

Level   

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget    Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

13.00 

13.00 

13.00 

13.00 

0.00 

Personal  Services 

$360,519 

$371,2'*3 

$368,210 

$368,458 

0.67 

Operating   Expenses 

70,868 

93,439 

80,627 

73,120 

(6.431 

Equipment 

'i,17<» 

$'f55,561 

======== 

-0- 

4,950 
$453,787 

-0- 

18.59 

Total   Expenditures 

$^6^,682 

$441,578 

<^0^54J 

Fund  Sources 

General  Fund 

$212,961 

$222,150 

$218,212 

$212,107 

(1.10) 

Federal   Revenue 

222,600 

2'^2,532 

235,575 

229,471 

(0.02) 

Total   Funds 

S-tSBjEei 

$464,682 

$453,787 

$441 ,578 

(0.54) 



Program  Description 

The  Disaster  Coordination  and  Response  Program  is  responsible  for  the 
preparation,  update,  coordination,  and  testing  of  all  state  emergency  prepared- 
ness, response,  and  recovery  plans. 


A-239 


DEPARTMENT  OF  MILITARY  AFFAIRS 
Page  7 


Budget 


The  1991  biennium  budget  provides  a  0.5  percent  decrease  from  the  1989 
biennium.  Personal  services  increase  0.7  percent.  In  fiscal  1988,  the  program 
experienced  a  6.8  percent  vacancy  savings  rate.  Four  percent  is  applied  in  the 
1991  biennium  budget. 

Operating  expenses  increase  from  fiscal  1988  to  fiscal  1990  due  to  fiscal  1988 
audit  expenditures  of  $232  being  $7,278  less  than  the  amount  budgeted  in  fiscal 
1990.  In  addition,  the  travel  budget  is  increased  approximately  $3,100  annually. 
This  travel  increase  is  funded  100  percent  from  federal  funds. 

The  equipment  budget  includes  $450  for  a  computer  table/stand  and  $4,500 
for  a  single  user  computer. 

Funding 

This  program  is  funded  50/50  with  federal  funds  and  general  fund,  with  the 
exception  of  $16,840  in  travel  which  is  100  percent  financed  by  federal  funds. 


EMERGENCY 

MANAGEMENT 

DEVELOPMENT 

Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

8.25 

8.50 

8.50 

8.50 

0.25 

Personal  Services 

$198,776 

$211,136 

$210,816 

$211,172 

2.95 

Operating  Expenses 

<i3,867 

59,411 

48,619 

45,679 

(8.69) 

Equipment 

989 

$243,632 

======== 

-0- 

-0- 

-0- 

(100.00) 

Total   Expenditures 

$270,547 

$259,435 

$256,851 

___0^41_ 

Fund  Sources 

Federal  Revenue 

$243,632 

$270,547 

$259,435 

$256,851 

___0^41_ 

Program  Description 

Emergency  Management  Development  supplements  the  Disaster  Coordination 
and  Response  Program  in  the  preparation  and  updating  of  local  and  state 
emergency  preparedness  plans  and  is  also  responsible  for  calibration  and 
maintenance  of  radiological  instruments. 

Budget 

The  current  level  budget  reflects  a  0.4  percent  increase  in  the  1991 
biennium.  Full-time  equivalent  positions  increase  0.25  FTE  from  fiscal  1988  to 
fiscal  1990  as  a  portion  of  a  position  which  was  transferred  to  the  Army  National 
Guard  in  fiscal  1988  is  returned  to  this  program  in  fiscal  1990  and  1991.     Personal 
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services  increase  3  percent  primarily  because  4  percent  vacancy  savings  is 
budgeted  in  the  1991  biennium  compared  to  the  9.6  vacancy  savings  rate 
experienced  by  this  program  in  fiscal  1988. 

Operating  expenses  decrease  8.7  percent  in  the  1991  biennium  because  an 
annual  $11,000  travel  budget  expansion  authorized  by  the  1987  legislature  for  the 
1989  biennium  was  not  expended  due  to  staff  health  problems.  The  approximate 
$5,000  operating  cost  increase  from  fiscal  1988  to  fiscal  1990  is  due  to  $2,334  more 
audit  expenditures  being  budgeted  in  fiscal  1990  than  spent  in  fiscal  1988.  In 
addition,  the  current  level  budget  includes  a  $3,600  travel  base  expansion  in  each 
year  of  the  1991  biennium. 

No  equipment  was  requested  for  this  program  for  the  1991  biennium. 

Funding 

This  program  receives  all  of  its  funding  from  the  Federal  Emergency 
Management  Agency.  The  current  level  expenditures  reflect  the  federal  fiscal 
year  actual  grant  award  to  the  program. 


LOCAL 

REIMBURSEMENT 

-DISASTER  AND  EMERGENCY  SERVICES 

Actual 

Appropriated 

Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

0.00 

0.00 

0.00 

0.00 

0.00 

Non-Operating  Costs 

$555,986 

$2,000,000 

========== 

$2,000,000 

========== 

$2,000,000 

56i§? 

Fund  Sources 

Federal   Funds 

$555,986 

$2,000,000 

========== 

$2,000,000 

$2,000,000 

56^50 

Program  Description 

This  program  passes   through  federal  funds   to  localities  in   the  event  of  an 
emergency  and  for  civil  defense  preparedness. 


Budget 

The 
incurred, 
annually, 
biennium. 


budget    includes    only    pass- through    funds;     no    operating    costs    are 

In     the     current    biennium,     the     agency    was     authorized     $2,000,000 

The  current  level  budget  includes  the  same  authorization  for  the  1991 


Funding 

All  funds  passed  through  in  this  program  are  federal  funds  from  the  Federal 
Emergency  Management  Agency. 
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VETERANS'  AFFAIRS 

DIVISION 

Actual 

Appropriated 

-    -    -   Current 

Level    

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

18.00 

18.00 

18.00 

18.00 

0.00 

Personal  Services 

$590,182 

$392,246 

$386,733 

$387,394 

(1.06) 

Operating   Expenses 

59,146 

87,733 

90,381 

84,945 

19.37 

Equipment 

'♦05 
$449,733 

-0- 

1,700 
$478,814 

-0- 

319.75 

Total  Expenditures 

$479,979 

$472,339 

======== 

2.31 

======= 

Fund  Sources 

General   Fund 

$448,557 

$449,979 

$448,814 

$442,339 

(0.82) 

Federal   Revenue 

1,176 

30,000 

30,000 

30,000 

92.46 

Total  Funds 

$449,733 

$479,979 

$478,814 

$472,339 

======== 

—  l-ll. 

Program  Description 

The  Veterans'  Affairs  Division  provides  a  statewide  service  of  assisting 
discharged  veterans  and  their  families,  files  claims,  cooperates  with  state  and 
federal  agencies  having  to  do  with  the  affairs  of  veterans  and  their  families,  and 
promotes  the  general  welfare  of  veterans  with  information  on  veterans'  benefits, 
provision  of  Veterans'  Administration  (VA)  forms,  guidance  in  completing  those 
forms,  and  representation  before  regional  VA  appeals  boards. 

Budget 

The  current  level  budget  provides  a  2.3  percent  increase  in  the  1991 
biennium.  Personal  services  decrease  1.1  percent.  Actual  vacancy  savings  was 
4.5  percent.     Four  percent  is  applied  in  the  1991  biennium  budget. 

Operating  costs  increase  19.4  percent  due  to  the  current  level  budget 
including  $30,000  annually  to  open  and  close  veterans'  graves.  Only  $1,176  was 
spent  for  this  purpose  in  fiscal  1988.  The  1987  legislature  authorized  $30,000 
annually  for  this  purpose  in  the  current  biennium.  Audit  costs  of  $5,188  are 
included  in  fiscal  1990  while  $156  of  a  $4,497  appropriation  was  spent  for  this 
purpose  in  fiscal  1988.  Base  operating  costs  are  reduced  $1,271  in  the  current 
level  budget  due  to  unnecessary  accruals  recorded  at  fiscal  year-end  causing 
overstated  expenditures.  The  agency  reduced  base  operating  expenses  by 
$2,189. 

The  equipment  budget  includes  $1,700  in  fiscal  1990  to  replace  executive 
chairs . 

Funding 


The  Veterans'  Affairs  Division  is  funded  from  general  fund  except  for  the 
expenses  incurred  to  open  and  close  veterans'  graves.  The  program  is  reim- 
bursed $150  per  veteran  burial  by  the  federal  government. 
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DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL   SCIENCES 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 


FTE 
Fiscal  1991 


------  Biennium  ------ 

General  Fxuid  Total  Funds 


Executive  Budget  292.35  $6,869,712  $63,952,460 

LFA  Current  Level  241.85  6.429.385  52.138.621 

Executive  Over  (Under)  LFA  _50^50  $__440^327  $11^813^839 


The  primary  differences  between  the  executive  budget  and  LFA  current  level 
are:  1)  the  executive  budget  plan  for  charging  indirect  costs  to  department 
programs  collects  about  $1.7  million  per  year  compared  to  about  $850,000  in  LFA 
current  level;  2)  LFA  current  level  uses  a  higher  vacancy  savings  rate  which 
makes  the  executive  budget  $213,451  higher;  3)  LFA  current  level  provides 
$4,618,838  less  in  grant  authority  to  the  Child  Nutrition  and  WIC  programs;  4) 
the  executive  budget  includes  $100,000  for  the  environmental  quality  protection 
fund  which  is  not  included  in  LFA  current  level;  5)  the  executive  budget  includes 
modifications  which  add  57.00  FTE  and  $12.6  million  to  the  budget;  6)  LFA 
current  level  includes  $7.5  million  for  continuation  of  the  Superfund  Program, 
while  the  executive  budget  includes  this  program  as  a  modification;  and  7)  LFA 
current  level  includes  $718,322  of  general  fund  support  for  department  programs 
that  are  funded  with  other  funds  in  the  executive  budget. 


ISSUE 


MATERNAL  AND  CHILD  HEALTH  BLOCK  GRANT 


The  following  table  shows  the  executive  and  LFA  current  level  allocation  of 
the  maternal  and  child  health  block  grant  for  the  1991  biennium.  The  primary 
difference  between  the  allocation  plans  is  that  LFA  current  level  generally 
allocates  less  to  departmental  programs  and  increases  the  grants  to  counties. 


Table  A 

Disbursement  of  Maternal  and  Child  Health  Block  Grant 

1991  Biennium 


Executive 

LFA 

Difference 

Health  Services  Director 

$       59,828 

$       61,210 

$     (1,382) 

Family  Planning 

58,000 

58,000 

-0- 

Handicapped  Children 

1,684,373 

1,663,841 

20,532 

Grants  to  Counties 

1,301.852 

1,441,054 

(139,202) 

Administration 

492,422 

416,739 

75,683 

Perinatal  Program 

458,996 

284,756 

174,240 

Dental 

148.085 

103.421 

44.664 

Total 

thmhm 

lii92ixQ21 

1=121.535= 

There  are  no  programs  that  are  mandated  as  a  condition  of  receiving  the 
grant.  The  funds  are  used  to  fund  departmental  programs  that  provide  services 
to  women  and  children,  and  funds  not  used  for  these  programs  are  used  for 
grants  to  counties.  When  the  grant  level  is  more  or  less  than  anticipated,  grants 
to  counties  fluctuate. 

The  issue  to  be  addressed  is  which  programs  should  be  funded  by  the  grant 
and  at  what  level. 


ISSUE  2:  PREVENTIVE  HEALTH  BLOCK  GRANT 

The  following  table  shows  the  executive  budget  and  LFA  current  level 
allocation  of  the  preventive  health  block  grant  for  the  1991  biennixun.  The  major 
diffeience  between  the  allocation  plans  is  that  LFA  current  level  allocates  grant 
funds  to  the  dental  program  while  the  executive  budget  does  not. 


Table  B 

Disbursement  of  Preventive  Health  Block  Grant 

1991  Bienniiun 


Disbursements 

Executive 

LFA 

Difference 

Rape  Crisis 

$ 

23,936 

$ 

22,916 

$  1,020 

Microbiology 

133,594 

132,987 

607 

HSMFD  Administration 

26,612 

26,612 

-0- 

Health  Education 

113,006 

107,905 

5,101 

Family  Planning 

404,094 

376,565 

27,529 

Montana  Perinatal  Program 

137,719 

161,700 

(23,981) 

Emergency  Medical  Services 

356,581 

356,448 

133 

Dental 

-0- 

43,471 

(43.471) 

Total  Disbursements 

|i 

iliiiiii 

i(ii.g§2i 

The  grant  includes  a  provision  that  no  grant  monies  may  be  used  in  place  of 
former  state  participations.  The  issue  to  be  addressed  is  which  programs  should 
be  funded  by  the  grant  and  at  what  level. 

ISSUE  3:     INDIRECT  COST  ASSESSMENTS 

The  department  funds  those  activities  which  provide  department- wide 
services  through  assessments  to  the  programs  that  receive  the  service.  The 
indirect  cost  assessments  to  the  programs  also  include  the  department's  share  of 
statewide  indirect  costs. 

These  assessments  are  made  on  the  basis  of  the  personal  services  cost  of  the 
programs.  The  executive  budget  for  the  1991  biennium  would  assess  departmental 
and  statewide  indirect  charges  to  all  personal  services  expenses,  regardless  of 
the  funding  source.  The  executive  budget  would  assess  departmental  programs  a 
total  of  $1,740,630  in  fiscal  1990  and  $1,753,600  in  fiscal  1991.  Over  the 
biennium,  $967,902  of  these  assessments  will  be  paid  by  general  funds. 
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As  shown  in  Table  C,  the  executive  budget  application  of  indirect  funds  is 
about  $1.2  million  per  fiscal  year  with  a  resulting  excess  of  collections  over 
expenditures  exceeding  $1.0  million  in  the  bienniiun. 

Table  C 
Executive  Budget  -  Application  and  Collection  of  Indirect  Funds 


Fiscal  1990  Fiscal  1991 


Application  of  Funds 


Director's  Office  $     231,075  $     233,716 

Centralized  Services  -  Admin.  173,994  176,441 

Centralized  Services  471.532  410.565 

Total  Department  Indirects  $     876,601  $     820,722 

Statewide  Indirects  387.085  377.421 

Total  Indirect  Costs  $1,263,686  $1,198,143 

Indirect  Cost  Collections  1.740.630  1.753.600 

Excess  Collections  $__476i?44  $__555i457 


LFA  current  level  would  also  distribute  departmental  indirect  expenses  to  all 
personal  service  expenses,  regardless  of  the  funding  source.  However,  LFA 
current  level  includes  statewide  indirect  costs  at  the  fiscal  year  1988  level  of 
$57,181  and  distributes  these  statewide  costs  on  the  basis  of  federally  funded 
personal  service  costs  as  is  the  current  practice.  LFA  current  level  would  assess 
departmental  programs  a  total  $883,826  in  fiscal  1990  and  $842,147  in  fiscal  1991  of 
which  approximately  $0.6  million  is  paid  by  general  fund. 

ISSUE  4:     VACANCY  SAVINGS 

The  executive  budget  has  a  2  percent  vacancy  savings  factor  in  most 
programs.  LFA  current  level  used  a  4  percent  vacancy  savings  factor,  except  in 
those  programs  where  a  low  vacancy  experience  justified  a  lower  rate.  As  a 
result,   the  executive  budget  is  $213,451  higher  than  LFA  current  level. 

ISSUE  5:     FEDERAL  GRANT  AUTHORITY  -  MATERNAL  AND  CHILD  HEALTH 

The  Maternal  and  Child  Health  Bureau  administers  the  federal  grant 
programs  of  child  nutrition  and  the  supplemental  fund  programs  for  children 
(WIC).  The  level  of  authority  included  for  the  grant  programs  by  the  executive 
and  LFA  current  level  is  summarized  in  Table  D. 
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Table  D 
Grant  Funding  for  Child  Nutrition  and  WIC  Program 


Program 

Child  Nutrition 
WIC 


Executive 

$  7,665,526 
14,015,046 


LFA 

$  5,061,136 
12,000,598 


Variance 

$2,604,390 
2,014,448 


IS S UE  6:     ENVIRONMENTAL  QUALITY  PROTECTION  FUND 

The  executive  budget  includes  $100,000  for  the  environmental  quality 
protection  fund.  This  fund  provides  contingency  funding  which  would  allow  the 
department  to  respond  to  environmental  problems.  LFA  current  level  does  not 
include  this  funding. 

ISSUE  7:      SUPERFUND  PROGRAM 

LFA  current  level  includes  6.50  FTE  and  $7,451,670  for  the  Superfund 
Program,  which  represents  a  continuation  of  the  current  level  of  effort.  The 
executive  budget  does  not  include  any  funding  for  this  program  in  the  current 
level  budget,  but  includes  a  budget  modification  for  the  Superfiind  Program  (see 
Issue  9) . 

ISSUE  8:     FUNDING 

LFA  current  level  uses  $718,322  of  general  fund  to  support  programs  that 
are  funded  with  Resource  Indemnity  Trust  funds  and  junk  vehicle  funds  in  the 
executive  budget.     These  programs  are  summarized  in  Table  F. 


Funding 

Table  F 
of  Selected  Programs 

Program 

Biennial  General 
Fund  Support 
in  LFA  Budget 

Funding  Source 
in  Executive  Budget 

Solid  Waste 

Water  QuaUty  Management 
Water  Pollution  Control 
Safe  Drinking  Water 

$179,044 
144,182 
170,772 
224.324 

Junk  Vehicle  Funds 
RIT 
RIT 
RIT 
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ISSUE  9:      BUDGET  MODIFICATIONS 

The  executive  budget  includes  40  budget  modifications.  These  modifications 
would  add  57.00  FTE  and  $12,591,874  to  the  department  budget.  Table  E 
summarizes  the  proposed  modifications. 


Table  E 
Executive  Proposed  Budget  Modifications  -  1991  Biennium 


Modification 

Legal  Data  Base 

Natural  Resource  Lawsuit 

Chlamydia  Screenings 

Herpes  Lab  Screenings 

HIV  Lab  Screening 

Division  Administration 

EPA  Testing  Changes 

Safe  Drinking  Water  Act 

Mycoplasma/Ureaplasma  Screening 

Vector  Borne  Screening 

Immunizable  Screening 

Mycobacterial  Screening 

Mycobacterial  Screening 

Streptococcal  Screening 

Vital  Statistics 

Spt.    Services  Programmer 

Administrative  Assistant 

Asbestos  Regulation 

Initiate  Clean-up 

LUST 

Superfund  Core 

Hazardous  Waste  Minimization 

Superfund  Remedial 

Golden  Maple  Mine 

Clark  Fork  Monitoring 

Clark  Fork  Coord. 

Non- Point  Source 

Safe  Drinking  Water 

Training  Officer 

Groundwater 

Child  Special  Health  Care 

Staff  Development 

Family  Planning 

Low  Birthweight 

Risk  Prevention 

AIDS 

Chronic  Disease 

Supplemental  -  Licensing  &  Cert. 

OBRA 

OBRA 

Total 


FTE 

General  Fund 

Total 

0.00 

$   2,880 

$     5,760 

0.00 

-0- 

400,000 

1.00 

-0- 

100,454 

0.00 

-0- 

15,000 

0.00 

-0- 

5,000 

2.00 

-0- 

110,035 

0.00 

-0- 

100,000 

1.00 

-0- 

300,480 

0.00 

-0- 

3,000 

0.00 

-0- 

4,000 

0.00 

-0- 

9,000 

0.00 

-0- 

12,000 

0.00 

-0- 

7,000 

0.00 

-0- 

5,000 

1.00 

-0- 

38,526 

1.00 

-0- 

62,239 

0.50 

-0- 

23,538 

1.50 

-0- 

122,509 

1.50 

-0- 

484,018 

4.50 

-0- 

1,478,102 

5.50 

-0- 

494,196 

2.00 

-0- 

184,222 

8.50 

-0- 

4,390,710 

0.00 

-0- 

28,800 

1.00 

-0- 

221,080 

0.00 

-0- 

39,206 

2.00 

-0- 

197,925 

0.00 

-0- 

403,866 

0.50 

-0- 

42,918 

1.00 

-0- 

73,729 

0.50 

-0- 

110,530 

1.50 

-0- 

100,000 

0.00 

100,000 

100,000 

0.00 

131,000 

131,000 

0.00 

45,000 

45,000 

8.00 

-0- 

1,221,670 

1.50 

-0- 

184,292 

4.00 

94,657 

286,840 

1.00 

14,191 

88,694 

6.00 

105.768 

961.535 

5?-Q9 

liiixiii 
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The  Legal  Assistant  Base  modifications  funded  continuing  support  of  the 
Lexis  database  system  used  in  the  department's  legal  unit. 

The  Natural  Resources  Lawsuit  modification  provides  for  continuation  of  a 
contract  to  represent  the  state  of  Montana  on  pending  civil  action  against  the 
responsible  parties  for  destruction,  loss  of  or  injury  to  the  natural  resources  of 
the  state. 

The  Chlamydia  Lab  Screenings  modification  provides  for  supplies  and 
materials,  communications,  and  repair  and  maintenance  to  maintain  the  funding  for 
the  number  of  tests  performed  in  fiscal  1988  to  continue  into  the  1990-91 
biennium. 

The  modifications  for  additional  lab  screenings  provide  for  expanded  services 
in  the  Microbiology  Lab. 

The  Division  Administration  modification  addresses  the  increase  in  the 
number  of  contracts  associated  with  increasing  federal  grants  coming  into  the 
department. 

The  EPA  Testing  modification  funding  activities  associated  with  changes  in 
testing  procedures  for  water  samples  which  include  additioned  procedures. 

The  Safe  Drinking  Water  modification  funding  was  associated  with  amendments 
to  the  Safe  Drinking  Water  Act  which  require  additional  mandated  monitoring  for 
an  additional  47  unregulated  organic  compounds. 

The  Vital  Statistics  modification  provides  service  associated  with  increased 
demand  for  vital  certificates. 

The  Support  Service  Programmer  modification  will  fund  a  position  to  assist  in 
developing  computer  programs  for  the  Support  Services  Bureau  to  provide  input 
into  the  Statewide  Budgeting  and  Accounting  System  and  to  automate  federal 
reporting . 

The  Administrative  Assistant  modification  supports  increased  workload  from 
federal  programs  in  the  Environmental  Sciences  Department. 

The  Asbestos  Regulation  modification  is  for  funds  to  accredit  and  regulate 
asbestos  consultants,  contractors,  and  workers. 

The  Initiate  Clean-up  modification  provides  4  percent  RIT  fluids  beginning  in 
fiscal  1990  to  implement  the  Environmental  Quality  Protection  Act. 

The  LUST  (Leaking  Underground  Storage  Tanks)  modification  fvinds  the 
corrective  action  segment  of  the  program. 

The  Superfund  Core  modification  is  a  request  to  fund  the  Superfund  Core 
Agreement  by  the  Environmental  Protection  Agency  providing  funding  for  the 
administrative  development  of  the  state  superfund  program. 

The  Hazardous  Waste  Minimization  modification  is  a  request  to  continue  the 
Hazardous  Waste  Minimization  Program  created  by  House  Bill  6  during  the  fiscal 
1987  legislature. 
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The  Superfund  Remedial  modification  addresses  the  need  for  clean-up  and 
remedial  actions  at  sites  impacted  by  past  actions  involving  the  dumping  of 
hazardous  substances. 

The  Golden  Maple  Mine  modification  is  a  request  to  continue  monitoring 
surface  and  groundwater  contamination  at  this  location. 

The  Clark  Fork  Monitoring  modification  provides  water  quality  data  and 
information  necessary  for  making  water  quality  management  decisions  about  the 
Clark  Fork  River. 

The  Clark  Fork  Coordination  modification  provides  for  the  fimding  of  a 
position  in  the  Governor's  office  to  coordinate  state  and  federal  water  quality 
activities  in  the  Clark  Fork  River  basin  area. 

The  Non- Point  Source  Pollution  modification  provides  authority  to  use  federal 
funds  for  state  planning  to  control  nonpoint  sources  of  pollution. 

The  Safe  Drinking  Water  modification  funds  activities  required  by 
amendments  to  the  Safe  Drinking  Water  Act  which  mandate  new  regulations  for  the 
Water  Quality  Bureau. 

The  Training  officer  modification  authorizes  the  department  to  use  a  federal 
training  grant  to  develop  and  implement  a  statewide  training  program  for  water 
and  wastewater  professionals. 

The  Groundwater  modification  is  a  request  to  continue  1.00  FTE  added  by  an 
operational  plan  change  during  fiscal  1989  into  the  1990-91  biennium  in  the 
Groundwater  Pollution  Control  Program.  This  position  will  help  the  department 
coordinate  their  responsibilities  with  those  of  the  underground  tank  program,  oil 
and  gas  program,  and  hardrock  mining  control  program. 

The  Children  Special  Health  Care  modification  is  a  request  to  develop  a 
program  for  family  centered,  community  based  case  management  for  the  child  with 
special  health  care  needs. 

The  Staff  Development  modification  is  intended  to  provide  ongoing  capability 
for  planning  and  evaluation  of  state  and  local  maternal  and  child  health  needs 
through  a  coordinated  approach. 

The  Family  Planning  modification  is  a  request  for  additional  grants  to 
counties  that  will  allow  comprehensive  family  planning  services  to  be  provided  to 
an  additional  536  low  income  clients  per  year. 

The  Low  Birthweight  modification  is  a  request  for  the  continuation  of  the 
Low  Birthweight  Prevention  Projects  with  expansion  to  at  least  four  additional 
counties. 

The  Risk  Prevention  modification  is  a  request  to  continue  the  Risk 
Prevention/Quality  Assurance  Program  and  expand  current  Level  II  hospital 
evaluations . 

The  AIDS  modification  is  a  request  to  continue  the  Montana  AIDS  project  at  a 
level  supported  by  anticipated  federal  grants. 
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The  Chronic  Disease  modification  is  a  request  for  a  cooperative  agreement  to 
assist  the  state  of  Montana  in  developing  a  chronic  disease  control  project  in 
coordination  with  the  Centers  for  Disease  Control. 

The  Supplemental  Licensing  and  Certification  modification  funds  staffing  to 
meet  an  increased  workload  resulting  from  new  federal  regulations  and  the  growth 
in  the  number  of  health  care  facilities  that  must  be  surveyed. 

The  OBRA  modification  is  funded  additional  work  associated  with  passage  of 
the  Omnibus  Budget  Reconciliation  Act  (OBRA)  of  1987  which  has  mandated  major 
changes  in  the  way  nursing  homes  deliver  services,  staff  their  facilities,  are 
inspected  by  government  agencies,  and  are  sanctioned  when  services  do  not 
measure  up. 


DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL 

SCIENCES 

Actual 

-   -   -  Current 

Level 

Y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget    Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

26<».25 

2'i<i.3* 

2'»1.85 

2<H.85 

(22.38) 

Personal   Services 

$    7.026,673 

$   6,832,305 

$   6,778,^33 

$   6,794,131 

(2.07) 

Operating   Expenses 

8,191,503 

11,105,262 

7,825,'i47 

7,7'»2,010 

(18.91 ) 

Equipment 

33^,582 

15't,<t67 

116,529 

67,1<»6 

(62.44) 

Total   Operating   Costs 

$15,552,758 

$18,092,03'* 

$l'f,720,'»09 

$14,603,287 

(12.58) 

Non-Operating  Costs 

11,851,326 

ll,'i77,939 

11,^09,057 

11,405,868 

(2.20) 

Total   Expenditures 

$27,<i0^,08'i 

=========== 

$29,569,973 

$26,129,^66 

$26,009,155 

.11:111 

Fund  Sources 

General   Fund 

$    3,577,709 

$   3,588,021 

$   3,228,90<» 

$   3,200,481 

(10.28) 

State   Special 

2,330,251 

2,326,262 

2,108,971 

2,083,218 

(8.00) 

Federal   Revenue 

21,'t96,12<t 

23,655,690 

20,791,591 

20,725,456 

(8.05) 

Total    Funds 

$27,^0^,08^ 

$29,569,973 

=====rr==== 

$26,129,^66 

$26,009,155 

=========== 

.L?l51i 

The  Department  of  Health  and  Environmental  Sciences  is  responsible  for 
promoting  and  protecting  the  heeilth  of  Montana  residents.  The  department  is 
organized  into  the  Director's  Office  and  three  divisions: 

The  Centralized  Services  Division  is  responsible  for  all  financial  reporting, 
budgeting  and  accounting  functions  of  the  department,  as  well  as  statistical 
services  and  record  keeping  and  laboratory  services. 

The  Environmental  Sciences  Division  is  responsible  for  ensuring  a  safe  and 
healthful  environment. 

The  Health  Services  and  Medical  Facilities  Division  is  responsible  for  services 
designed  to  improve  and  preserve  the  health  of  Montana  residents. 

Block  Grants 


The  department  receives  two  federal  block  grants  that  are  used  to  fund 
various  departmental  programs:  1)  the  Preventive  Heedth  Block  Grant;  and  2) 
the  Maternal  and  Child  Health  Block  Grant.  Tables  1  and  2  show  how  the 
Preventive  Health  Block  Grant  and  Maternal  and  Child  Health  Block  Grant  funds 
are  distributed  among  department  programs. 
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Table 

1 

Preventive  Health 

Block  Grant 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1988 

1989 

1990 

1991 

Beginning  Balance 

$  27,574 

$  38,734 

$  38,734 

$  21,906 

Anticipated  Grant 

632.187 

632.187 

597,771 

597.771 

Total  Funds  Available 

$659,761 

$670,921 

$636,505 

$619,677 

Disbursements 

Rape  Crisis 

$  11,970 

$  11,970 

$  11,458 

$  11,458 

Microbiology  Laboratory 

54,467 

55,834 

66,455 

66,532 

HSMFD  Administration 

10,920 

10,168 

13,287 

13,325 

Health  Education 

48,416 

48,315 

53,935 

53,970 

Family  Planning 

202,015 

202,017 

188,631 

187,934 

Montana  Perinatal  Program 

67,412 

68,670 

81,000 

80,700 

Emergency  Medical  Services 

162,136 

168,113 

178,004 

178,444 

Dental  Program 

19,126 

18,455 

21,829 

21,642 

Director's  Office 

44.565 
$621,027 

48.645 
$632,187 

-0- 

-0- 

Total  Disbursements 

$614,599 

$614,005 

Ending  Balance 

lJ§i?ii 

l=i§ilii 

LikiQi 

l=Jii?? 

Table 

2 

Maternal  and  Child  Health  Block  Grant 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1988 

1989 

1990 

1991 

Beginning  Balance 

$     268,242 

$     319,108 

$         -0- 

$       85.374 

Anticipated  Grant 

2.620.334 

2.085.910 

2,101.803 

2.101.803 

Total  Funds  Available 

$2,288,576 

$2,405,018 

$2,101,803 

$2,187,177 

Disbursements 

Health  Services  Director 

$       23,485 

$       23,727 

$       30,562 

$       30,648 

Family  Planning 

29,000 

29,000 

29,000 

29,000 

Handicapped  Children 

805,964 

865,215 

832,094 

831,747 

Grants  to  Counties 

817,189 

1,052,350 

721,596 

719,458 

Administration 

90,211 

135,000 

208,572 

208,167 

Perinatal  Program 

137,376 

134,234 

142,391 

142,365 

Dental  Program 

42.515 

43.000 

52,214 

51,207 

Primary  Care 

23.728 
$1,969,468 

122,492 
$2,405,018 

-0- 

-0- 

Total  Disbursements 

$2,016,429 

$2,012,592 

Ending  Balance 

LJii.iQi 

l===.=Q=== 

=l==§5*i?l 
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The  Maternal  and  Child  Health  Block  Grant  for  the  1991  biennium  requires 
the  state  to  fund  about  $85,000  per  year  in  primary  care  case  management 
services.  These  services  were  not  included  in  the  department's  budget  request 
because  the  department  was  not  aware  of  the  requirement  until  after  their  budget 
submission  was  prepared.  These  services  are  not  included  in  the  LFA  current 
level  budget,  but  block  grant  funds  are  underallocated  by  a  comparable  amount. 

Indirect  Costs 

Those  departmental  organizations  which  provide  department-wide  support 
functions  and  services  are  funded  by  indirect  charges  assessed  against  all  units 
of  the  department.  Table  3  summarizes  indirect  funding  support  of  departmental 
organizations  in  the  current  budget.  As  shown,  the  level  of  indirect  cost  sup- 
port for  departmental  functions  will  be  about  $800,000  in  fiscal  years  1990  and 
1991. 


Table  3 
Organizations  Supported  by  Indirect  Assessments 


Fiscal 
1990 

Fiscal 
1991 

$224,618 

$224,415 

165,949 
435.363 

168,395 
391.181 

l§ii*§iQ 

mMu 

Director's  Office 
Centralized  Services 

Administration 

Support  Services  Bureau 

Total 


The  proposed  level  of  indirect  cost  support  for  departmental  functions  of 
$800,000  per  year  compares  to  $369,654  in  fiscal  1988.  The  primary  reason  for 
the  increase  is  that  several  departmental  functions  that  were  supported  by  the 
general  fund  in  the  1988  biennium,  such  as  fiscal  services  and  the  word 
processing  pool,  will  be  supported  by  indirect  costs  in  the  1990  biennium.  The 
increase  in  the  number  of  departmental  functions  supported  by  indirect  costs 
increases  the  level  of  indirect  assessments.  Table  4  compares  departmental  use  of 
indirect  funds  in  fiscal  1988  with  the  proposed  use  in  fiscal  1990.  As  shown, 
$369,654  of  departmental  costs  were  funded  with  indirect  assessments  in  fiscal 
1988  and  $825,930  of  departmental  costs  will  be  funded  with  indirect  assessments 
in  fiscal  1990.  General  fund  support  of  these  programs  will  decrease  by  $344,950 
in  fiscal  1990  compared  to  fiscal  1988. 
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Table  4 
Departmental  Functions  Fiinded  with  Indirect  Assessments 

-    1988  Actual 

_   _   _   _   . 

-    1990  Budget 

General 

Other 

Indirect 

General 

Other 

Indirect 

Fund 

Funds 

Assessmts. 

Fund 

Funds 

Assessmts . 

Director's  Office 

$226,598 

$133,989 

$     -0- 

$72,687 

$   -0- 

$224,618 

Central   Serv.    -  Admin. 

-0- 

-0- 

180,435 

-0- 

-0- 

165,949 

191,239 

$417,637 

======== 

58,973 
$192,962 

189,219 

$369,654 

======== 

-0- 

23,672 
?23,672 

435,363 

Total 

?Z?l6B7 

$825,930 

======== 

Table  5  compares  indirect  assessments  in  fiscal  1988  to  proposed  assessments 
in  fiscal  1990.  As  shown,  assessments  will  increase  from  $469,195  in  fiscal  1988 
to  $883,826  in  fiscal  1990,  and  assessments  against  general  fund  sources  will 
increase  by  $270,685. 

The  increased  assessment  of  indirects  against  general  fund  sources  compared 
to  the  $344,950  decrease  in  the  use  of  general  fund  support  for  administration 
functions  results  in  a  net  decrease  in  general  fund  use  of  $74,265. 


Table  5 

Indirect  Assessments 

_   _   _ 

1988 

Actual   

-   1990  Budget   - 

General 

other 

General 

other 

Fund 

Funds 

Fund 

Funds 

Total 

Indirects  Payments 

Director's  Office 

$     -0- 

$          156 

$   22,359 

$     -0- 

$  22,559 

Centralized  Services 

-0- 

49,686 

59,897 

61,496 

121,595 

Environmental   Science 

-0- 

60,614 

60,014 

78,447 

158,461 

Solid/Hazardous   Waste 

-0- 

106,203 

15,887 

87,505 

105,592 

Water   Quality 

-0- 

119,724 

55,005 

141,105 

174,106 

Health   Services/Med  Fac. 

-0- 

525 

28,050 

19,012 

47,062 

Family/MCH 

-0- 

50,453 

2,517 

90,151 

92,468 

Preventive  Health 

-0- 

28,340 

6,506 

55,700 

62,206 

Licensing   and  Certification 

-0- 

53,496 

23,615 

79,727 

105,342 

Health   Planning 

-0- 

-0- 

19,057 
$270,685 

-0- 

19,037 

Total 

$      -0- 

$469,195 

$615,141 

$883,826 

== 

======== 

Indirect  assessments  exceed  departmental  indirect  costs  because  the 
department  also  contributes  to  the  statewide  indirect  cost  pool.  Department 
payments  to  statewide  indirect  costs  were  $57,181  in  fiscal  1988  and  are  included 
in  the  1991  biennium  budget  at  the  same  level. 
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OFFICE 

OF  THE 

DIRECTOR 

Actual               Appropriated 

Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Bienniun. 

F.T.E. 

11.50 

10.00 

10.00 

10.00 

(1.50) 

Personal  Services 

$377,326 

$361,251 

$362,008 

$362,932 

(1.85) 

Operating  Expenses 

106,825 

156,031 

67,176 

66,595 

('♦9.11) 

Equipment 

12,008 

$<i96,159 

======== 

1,200 

-0- 

-0- 

(100.00) 

Total   Expenditures 

$<f29,I84 
======== 

$^29,527 

_Ll§l5Zi 

Fund  Sources 


General  Fund 
State  Special 
Federal  Revenue 


$3<t7,815  $335,757 
23,128  100,000 
125,216  82,725 


$204,566 

-0- 

224,618 


$205,112        (40.07) 

-0-         (100.00) 

224,415        115.94 


Total  Funds 


$496,159 


$518,482 


Fiscal  1990  -  

ISeneral  Fund       Other  Funds 


Fiscal  1991  

General  Fund      Other  Funds 


1.  General  Fund  Support  of  Legal 

Services  $(110,729) 


$(110,491)       $110,491 


Program  Description 

The  Director's  Division  is  responsible  for  overall  management  and  program 
support  for  the  department.     This  division  consists  of  the  following: 

The      Director's      Office      coordinates      and     provides      policy     development     and 
administration  for  the  department. 

The    Board   of    Health   advises    the    department   in    matters    concerning    the    public 
health. 

Legal  Services  provides  all  aspects  of  legal  representation  to  the  department. 

Budget 

Fiscal  1988  personal  services  expenses  include  1.50  FTE  funded  by  an 
appropriation  for  the  natural  resources  lawsuit,  which  is  not  included  in  the 
current  level  budget.  The  personal  services  budget  for  the  1991  biennium 
represents  a  continuation  of  current  level  staffing  and  includes  a  4  percent 
vacancy  savings  factor. 
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Fiscal  year  1988  operating  expenses  included  $21,898  that  was  appropriated 
from  the  Resource  Indemnity  Trust  Fund  for  the  natural  resources  lawsuit,  and 
$37,049  that  was  a  prior  year  carry-over,  leaving  an  adjusted  base  level  of 
$47,878.  The  increase  in  the  operating  budget  results  from  a  $22,359  increase  in 
indirect  assessments.  Indirect  assessments  increase  as  a  result  of  the  revised 
allocation  plan  for  indirect  charges.  In  fiscal  1988,  indirect  charges  were  not 
assessed  against  director's  office  programs.  In  the  1991  biennium,  indirect 
charges  will  be  assessed  against  the  Director's  Office  and  legal  services.  In 
fiscal  1990,  there  will  be  indirect  assessments  of  $8,909  against  the  Director's 
Office,  and  $13,450  against  legal  services. 

Funding 

The  Director's  Office  is  funded  with  general  fund  and  indirect  funds,  while 
the  Board  of  Health  and  Legal  Services  are  funded  entirely  from  the  general 
fund.  Table  6  summarizes  the  staffing  and  funding  of  the  Director's  Office. 
The  decrease  in  general  fund  and  increase  in  state  special  revenue  reflects  the 
department's  decision  to  fund  additional  Director's  Office  functions  from  indirect 
assessments  in  the  1991  biennium. 


Table  6 

Director's  Office  -  Staffing  and  Fimding 

1991  Biennium 


Year  1990   - 
other 

■  -  Fiscal 
General 

General 

Other 

FTE 

Fund 

Funds 

Total 

FTE 

Fund 

Funds 

Total 

Director's  Office 

7.00 

$  72,687 

$ZZ4,618 

$297,305 

7.00 

$  73,365 

$224,415 

$297,780 

Board  of  Health 

0.00 

7,<V35 

-0- 

7,'»35 

0.00 

7,439 

-0- 

7,439 

Legal  Unit 

3.00 

-0- 

12<»,'»44 
$429,184 

3.00 
10^00 

124,308 
$205,112 

-0- 

124,308 

Total 

$224,618 

$224,415 

$429,527 

======== 

As  shown,  general  fund  supports  all  Legal  Services  and  Board  of  Health 
expenses.  The  Director's  Office  is  supported  by  indirect  assessments  except  for 
personal  services  expenses  of  the  department  director. 


ISSUE  1:  GENERAL  FUND  SUPPORT  OF  LEGAL  SERVICES 

Legal  Services  provides  legal  services  to  all  organizations  within  the 
department.  The  cost  of  some  legal  services  is  funded  directly  by  the  organ- 
ization receiving  the  legal  assistance.  For  example,  the  salaries  of  three 
department  attorneys  are  paid  directly  by  the  Environmental  Sciences  Division, 
which  requires  on -going  legal  assistance.  The  funding  for  these  positions  is 
included  in  the  Environmental  Sciences  Division  budget. 


The  direct  funding  for  Legal  Services  is  provided  by  the  general  fund, 
proposed  1991  biennium  budget  for  Legal  Services  is  shown  in  Table  7. 


The 
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Table  7 

Proposed  Legal  Unit  Budget 

1991  Biennium 

Fiscal  Fiscal 

Budget  Item                                                                   1990  1991 

Personal  Services                                                  $  99,962  $100,309 

Operating  Expenses                                                24,482  23,999 

Equipment                                                                       -0-  -0- 

Total  Expenditures                                                $124^444  $124^308 


The  cost  of  legal  services  provided  for  specific  problems  are  billed  to  the 
using  organization,  and  the  funds  reverted  to  the  general  fund.  In  fiscal  year 
1988  legal  services  received  $129,188  in  general  fund  support.  The  total  amount 
assessed  to  health  department  organizations  and  reverted  to  the  general  fund  in 
fiscal  1988  was  $6,050. 

To  assure  that  the  cost  of  all  legal  services  is  paid  by  the  using  organi- 
zations the  legislature  may  wish  to  consider  eliminating  the  direct  general  fund 
support  of  Legal  Services,  and  require  that  all  legal  services  be  funded  on  a 
charge  back  basis. 

Option  A:  Require  that  all  funding  for  Legal  Services  come  from  charges  to 
the  organizations  using  the  legal  services,  and  provide  no  direct 
general  fund  support.  This  option  would  shift  $110,729  and 
$110,491  from  general  fund  to  non-general  fund  user  charges  in 
fiscal  1990  and  1991,  respectively. 

Option  B:    Take  no  action. 
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CENTRALIZED  SERVICES 

DIVISION 

Actual 

Appropriated 

-  -  -  Current 

Level   

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

56.10 

55.00 

54.50 

54.50 

(1.10) 

Personal  Services 

$l,291,<f5Z 

$1,311,279 

$1,305,924 

$1,309,941 

0.50 

Operating  Expenses 

B^T.O'fZ 

530,366 

641,944 

581,755 

13.58 

Equipment 

123,145 
?ll?61,639 

-0- 

28,270 
$1,976,138 

=========r 

-0- 

177.04) 

Total  Expenditures 

$1,841,645 

$1,891,696 

========== 

1.70 

======= 

Fund  Sources 

General  Fund 

$     774,  S^f* 

$      776,763 

$     609,803 

$      596,540 

(22.23) 

State  Special 

618,296 

495,601 

592,056 

567,530 

4.10 

Federal   Revenue 

568,999 

569,281 

774,279 

727,626 

31.95 

Total  Funds 

51,961,639 

$1,§41,645 

$1,976,138 

$1,891,696 

========== 

__1;Z9_ 

Program  Description 

The  Centralized  Services  Division  is  responsible  for  all  financial  reporting, 
budgeting  and  accounting  functions  of  the  department,  as  well  as  statistical 
services  and  record  keeping  and  laboratory  services.  The  division  consists  of  an 
administration  unit  and  four  bureaus. 

The  Support  Services  Bureau  maintains  the  accounting  system  and  provides 
centralized  purchasing,  mail  room,  cashier,  auditing,  data  processing,  and  word 
processing  functions  for  the  department,  and  maintains  the  department's  film 
library. 

The  Records  and  Statistics  Bureau  maintains  the  state's  vital  statistics 
system  and  tumor  registry  system. 

The  Chemistry  Laboratory  provides  analytical  and  consulting  services  to 
various  divisions  within  the  department  and  other  state  agencies,  and  conducts 
tests  of  private  air  and  water  samples. 

The  Microbiology  Laboratory  provides  testing,  consultation  and  coordination 
for  disease  control  and  environmental  programs,  and  approves  and  certifies 
laboratories  within  the  state. 

Budget 

Fiscal  1988  personal  services  costs  include  1.10  FTE  funded  by  budget 
amendment  and  not  included  in  the  current  level  budget.  The  personal  services 
budget  for  the  1991  biennium  represents  a  reduction  of  0.50  FTE  as  a  result  of 
elimination  of  a  vacant  half-time  position  and  includes  a  4  percent  vacancy  savings 
factor. 
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Fiscal  year  1988  operating  expenses  included  $8,985  in  expenditures  that 
were  funded  through  budget  amendments  and  are  not  considered  as  part  of  base 
level  operations.  The  fiscal  year  1990  operating  budget  increase  over  the 
adjusted  base  is  a  result  of:  1)  a  $19,012  decrease  in  the  cost  of  insurance  and 
bonds;  2)  a  $21,889  increase  in  audit  expenses  which  is  a  biennial  appropriation 
that  is  offset  by  a  $22,385  decrease  in  fiscal  1991;  3)  a  $5,631  increase  in  costs 
associated  with  a  new  system  for  on-line  entry  of  data  to  the  state  accounting 
system;  4)  a  $8,110  increase  in  lab  equipment  maintenance  contracts  which  is  the 
cost  of  a  maintenance  contract  for  the  chemistry  lab's  new  atomic  absorption 
equipment;  5)  a  $6,691  increase  in  building  rent;  and  6)  a  $71,707  increase  in 
indirect  costs  which  are  assessed  against  the  Records  and  Statistics  Bureau,  the 
chemistry  lab,  and  the  microbiology  lab. 

Funding 

The  division  administrator  component  is  funded  entirely  with  indirect  funds. 
The  Support  Services  Bureau  is  funded  with  indirect  funds  except  for  an  annual 
federal  grant  of  about  $20,000  to  help  support  the  department's  film  library.  The 
Records  and  Statistics  Bureau  receives  general  fund  support  for  the  Tumor 
Registry  Program  and  part  of  the  state  Vital  Statistics  Program.  The  other 
funding  for  the  bureau  consists  of  about  $107,000  from  the  sale  of  vital  statistics 
and  about  $83,000  in  federal  grants.  The  chemistry  lab  receives  some  general 
fund  support  but  generates  most  of  its  funding  through  lab  fees.  The 
microbiology  lab  receives  about  45  percent  of  its  funding  from  general  fimd, 
about  45  percent  from  lab  fees,  and  about  10  percent  from  the  Preventive  Health 
Block  Grant.  These  funding  percentages  are  consistent  with  fiscal  1988  funding 
of  the  bureau. 

The  overall  decrease  in  general  fund  support  and  increase  in  federal  support 
results  from  funding  additional  centralized  functions  with  indirect  cost 
assessments.     Table  8  siunmarizes  division  staffing  and  fvinding. 

Table  8 

Centralized  Services  Division  -  Staffing  and  Funding 

1991  Biennitim 


sea 

iscal  1991  - 

_ 

-  - 

_  _  _  _ 

- 

-  -  F 

_  -  _  _ 

General 

Other 

General 

Other 

FTE 

Fund 

Funds 

Total 

FTE 

Fund 

Funds 

Total 

Division  Admin. 

3.00 

$  -0- 

$ 

165,949 

$ 

165,949 

3.00 

$  -0- 

$ 

168,395 

$ 

168,395 

Support  Services 

1^.50 

-0- 

'♦59,035 

459,035 

15.00 

-0- 

409,847 

409,847 

Records  «  Statistics 

15.00 

260,007 

189,761 

449,768 

15.00 

255,834 

189,773 

445,607 

Chemistry  Lab 

6.00 

85,595 

208,833 

294,428 

6.00 

79,454 

198,908 

278,362 

Microbiology  Lab 

16.00 

264,201 

342,757 

— 

606,958 

16.00 

261,252 

— 

328,233 

589,435 

Total 

§^:.5? 

$609,803 

$1 

,366,335 

$1 

== 

,976,138 

5§i9? 

$596,540 

$1 

,295,156 

$1 

m^m 
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ENVIRONMENTAL  SCIENCES  DIVISION 


Actual 

Appropriated 

-  -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 
33.28 

1989 

1990 
32.53 

1991 
32.53 

Biennium 

F.T.E. 

32.52 

(0.75) 

Personal  Services 

$1 

,001,974 

$1,028,011 

51,009,554 

$1,012,170 

(0.41) 

Operating  Expenses 

481,275 

411,661 

459,889 

455,829 

2.55 

Equipment 

$1 

49,799 
,533,048 

36,287 

35,682 
$1,505,125 

26,300 
$1,494,299 

(28.00) 

Total  Operating  Costs 

$1,475,959 

(0.32) 

Non-Operating  Costs 

301,818 

351,291 

336,086 

336,086 

2.92 

Total  Expenditures 


Fund  Sources 


General  Fund 
State  Special 
Federal  Revenue 


$1,834,866 


749,796 
310,778 
774,292 


.827,250 

!l>§^li?ii 

Ikf5?iif5 

__0^26_ 

791,887 

$     834,409 

$     824,778 

7.62 

371,261 

380,350 

380,354 

11.53 

664,102 

626,452 

625,253 

(12.98) 

Total  Funds 


$1,827,250 


$1,830,385 


Program  Description 

The  Environmental  Sciences  Division  is  responsible  for  ensuring  a  safe  and 
healthful  environment  in  the  state.  The  program  consists  of  the  Environmental 
Sciences  Division  Administration,  and  the  following  bureaus. 

The  Air  Quality  Bureau  is  responsible  of  maintaining  outdoor  air  quality 
levels  considered  safe  to  the  public  health  and  welfare  through  permit  review, 
inspections,  monitoring,  and  information  dissemination. 

The  Occupational  Health  Bureau  is  responsible  for  administering  the 
Radiological  Health  Program,  with  primary  emphasis  on  inspection  of  x-ray 
machines  and  providing  measurement  and  technical  expertise  to  ensure  safety  in 
homes  and  work  places. 

The  Food  and  Consumer  Safety  Bureau  is  responsible  for  issuing  licenses  to 
food  establishments,  hotels,  motels  and  trailer  parks,  and  for  providing  training 
and  support  services  to  local  health  inspectors. 

Budget 

Fiscal  1988  operating  expenses  include  0.75  FTE  funded  by  budget 
amendment  and  not  included  in  the  current  level  budget.  The  personal  services 
budget  for  the  1991  biennium  represents  a  continuation  of  current  level  staffing 
and  includes  a  4.1  percent  vacancy  savings  factor. 
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The  operating  budget  includes  $101,483  of  expenses  ftinded  by  budget 
amendments,  which  were  not  included  in  current  level  operations,  leaving  base 
level  operating  costs  of  $379,792.  The  increase  between  the  base  level  and  the 
proposed  budget  consists  primarily  of  a  $77,847  increase  in  indirect  assessments. 

Non-operating  expenses  consist  of  grants  to  county  level  air  quality  pro- 
grams by  the  Air  Quality  Bureau  and  grants  to  local  boards  of  health  by  the  Food 
and  Consumer  Safety  Bureau. 

Funding 

Funding  and  staffing  of  division  programs  are  summarized  in  Table  9. 


Table  9 
Environmental  Sciences  -  Staffing  and  Funding 


-  -  -  - 

-  -  Fiscal 

Year  1990  - 

-  -  - 

-  -  Fiscal 

Year  1991  - 

General 

other 

General 

other 

FTE 

Fund 

Funds 

Total 

FTE 

Fund 

Funds 

Total 

Division  Admin. 

2.50 

$   -0- 

$   120,923   $   120,923 

2.50 

$   -0- 

$   120,912   $   120,912 

Air  Quality 

18.53 

SZS.Zl't 

6<»8,352 

972,066 

18.53 

323,71'i 

647,153 

970,867 

Occupational  Health 

3.50 

165,336 

-0- 

165,336 

3.50 

16'»,527 

-0- 

164,527 

Food  S  Cons.  Sfty. 

8.00 

345,359 

237,527 

582 ,886 

8.00 

336,537 

237,542 

574,079 

32.53  $834,409  $1,006,802   $1,841,211   32.53  $824,778  $1,005,607  $1,830,385 


The  Division  Administration  Program  is  funded  50  percent  with  junk  vehicle 
fees  and  50  percent  with  resource  indemnity  trust  tax  interest.  The  Air  Quality 
Bureau  is  funded  with  federal  funds  and  general  fund  needed  to  meet  federal 
match  requirements.  The  Occupational  Health  Bureau  is  funded  entirely  with 
general  fund.  The  Food  and  Consumer  Safety  Bureau  receives  general  fund  and 
state  special  revenue  generated  from  license  fees  paid  by  food  establishments. 
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SOLID  AND 

HAZARDOUS 

WASTE  BUREAU 

Actual 

Appropriated 

Current   Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

35.10 

26.50 

26.50 

26.50 

(8.60) 

Personal  Services 

$     895,514 

$      716,077 

$      709,870 

$      710,696 

(11.84) 

Operatingr  Expenses 

3,959,212 

7,020,402 

3,788,178 

3,783,943 

(31.03) 

Equipment 

51,513 

9,885 

31,026 

29,406 

(1.57) 

Total   Operating  Costs 

$4,906,039 

$7,746,364 

$4,529,074 

$4,524,045 

(28.45) 

Non-Operating   Costs 

747,439 

803,630 

750,000 

750,000 

(3.29) 

Total  Expenditures 

$5,653,478 

$8,549,994 

$5,279,074 

$5,274,045 

========== 

L?§lZ9i 

Fund  Sources 

General   Fund 

$        74,740 

$         76,181 

$        90,893 

$        88,151 

18.63 

State   Special 

1,173,609 

1,212,055 

1,008,719 

1,007,525 

(15.48) 

Federal   Revenue 

4,405,129 

7,261,758 

4,179,462 

4,178,369 

(28.36) 

Total  Funds 

55,653,478 

$8,549,994 

$5,279,074 

$5,274,045 

(25.70) 



-  Fiscal   1990   - 

-  . 



Fiscal    1991    

ISSUES 

Junk  Vehicle                Other  Funds                  Junk  Vehicle 

Other  Funds 

1.      Junk  Vehicle  Fees 

Option  Ai 

$(60 

,462) 

$60 

,462 

$(60,456) 

$60,456 

Option  B. 

(57 

,439) 

57 

,439 

(57,433) 

57,433 

Program  Description 

The  bureau  is  responsible  for  licensing,  inspection,  and  enforcement  duties 
concerning  waste  disposal  sites  in  the  state;  enforcement  of  federal  and  state 
hazardous  waste  statutes;  and  administering  the  junk  vehicle  recycling  program. 
The  bureau  consists  of  the  Junk  Vehicle,  Superfund,  Hazardous  Waste, 
Underground  Storage  Tank,  and  Solid  Waste  Programs. 

Budget 

Fiscal  1988  personal  services  expenses  include  8.60  FTE  funded  by  budget 
amendment  and  excluded  from  the  current  level  budget.  The  personal  services 
budget  for  the  1991  biennium  represents  a  continuation  of  current  level  staffing, 
and  includes  a  4  percent  vacancy  savings  factor. 

Fiscal  year  1988  operating  expenses  include  $117,713  of  expenses  funded  by 
Resource  Indemnity  Trust  grants  and  through  budget  amendments  which  were  not 
part  of  current  level  operating  expenses,  leaving  base  level  operating  costs  of 
$3,841,499.  The  only  significant  change  between  base  level  expenditures  and  the 
proposed   operating   budget   is   a   $48,032    decrease   in   consulting  and  professional 
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services    costs    in    the    Solid    Waste    Program    as    a    result    of    decreased    use    of 
hydrological  services. 

The  non- operating  costs  are  grants  to  counties  for  junk  vehicle  control  and 
collection  programs. 

Funding 

Funding  and  staffing  of  bureau  programs  are  siunmarized  in  Table  10. 


Table  10 
Solid  and  Hazardous  Waste  -  Staffing  and  Fimding 


-  -  -  - 

-  -  Fisca 

il  Year  1990 

-  -  - 

-  -  Fiscal 

Year  1991 

General 

Other 

General 

other 

FTE 

Fund 

Funds 

Total 

FTE 

Fund 

Funds 

Total 

Junk  Vehicle 

<».59 

$   -0- 

$   916,<i89 

$   916,^9 

'♦.59 

$  -0- 

$   915,392 

$   915,592 

Superf und 

6.50 

5,726,023 

3,726,023 

6.50 

3,725,647 

3, 725, 6*^7 

Hazardous  Waste 

8.82 

-0- 

37<f,533 

37'i,533 

8.82 

-0- 

373,979 

373,979 

Underground  Tank 

^.50 

171,136 

171,136 

"♦.SO 

170,876 

170,876 

Solid  Waste 

2.09 

90,893 

-0- 

90,893 

2.09 

88,151 

-0- 

88,151 

26.50   $  90,893  $5,188,181   $5,279,074   26.50   $88,151   $5,185,894   $5,274,045 


The  Junk  Vehicle  Program  is  funded  with  fees  collected  on  automobile 
licensing  and  title  transfers,  fees  associated  with  licensing  auto  wrecking  facilities 
and  auto  crushing  fees.  The  Superf imd  and  Underground  Storage  Tank  Programs 
are  funded  entirely  through  federal  grants.  The  Hazardous  Waste  Program 
receives  25  percent  of  its  funding  from  Resource  Indemnity  Trust  funds  and  75 
percent  from  federal  funds.  The  funding  level  and  percentage  for  the  program  is 
consistent  with  funding  in  the  1989  biennium.  The  Solid  Waste  Program  is 
supported  by  general  fund. 

ISSUE  1:     USE  OF  JUNK  VEHICLE  DISPOSAL  FEES 

The  Junk  Vehicle  Disposal  Program  provides  for  the  disposal  of  abandoned 
motor  vehicles.  The  department  receives  funds  to  support  this  effort  from 
several  sources,  as  shown  in  Table  11. 
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Table  11 

Funds  for  Disposal  of  Junk  Vehicles 

Fiscal  Year  1988  Collections 

Source  Amoiuit  Collected 

Title  Transfer  Fee  $264,652 

License  Fee  367,763 

Wrecking  Facility  Licensure  Fees  11,050 

Crushing  Fees  98.440 

Total  $741,905 


The  junk  vehicle  statutes  (Section  75-10-532,  MCA)  specify  that  all  monies 
received  from  the  sale  of  junk  vehicles  or  from  recycling  of  the  material  and  all 
motor  vehicle  wrecking  license  fees  and  fees  collected  as  motor  vehicle  disposal 
fees  shall  be  deposited  with  the  State  Treasurer  to  be  utilized  for  the  control, 
collection,  recycling,  and  disposal  of  junk  vehicles  and  component  parts. 

The  department  budget  utilizes  junk  vehicle  disposal  fees  to  fund  the  Junk 
Vehicle  Disposal  Program,  and  also  uses  these  fees  to  fund  the  administration  of 
the  Environmental  Sciences  Division.  Table  12  shows  that  junk  vehicle  fees 
provide  about  one-half  of  the  total  funding  for  the  administration  of  the 
Environmental  Sciences  Division. 


Funding  for  Administration 

Table  12 
of  the  Environmental  Sciences  Division 

Fiscal  1988 
(Actual) 

Fiscal  1989 
(Appropriated) 

Fiscal  1990 
(Proposed) 

Fiscal  1991 
(Proposed) 

Junk  Vehicle  Funds 

Amount                              $60,469 
Percent  of  Total                  47% 

$60,469 
48% 

$60,462 
50% 

$60,456 
50% 

Other  Funds 

Amount                             $67,505 
Percent  of  Total                  53% 

$64,270 
52% 

$60,461 
50% 

$60,456 
50% 

Table  13  summarizes  the  projected  status  of  the  junk  vehicle  accoxuit.  As 
shown,  current  expenditures  and  collection  rates  will  lead  to  depletion  of  the  fund 
balance  by  the  end  of  the  1991  biennium. 
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Table  13 
Projected  Status  of  Jxmk  Vehicle  Account 

Fiscal 
Year 

1988 
1989 
1990 
1991 

Beginning 
Balance 

$774,490 
623,880 
473,270 
238,225 

Revenues 

$741,906 
741,906 
741,906 
741,906 

antinue  at  FY88 
88  and  FY89. 

Expenses 

$892,516 
892,516 
976,951 
975,848 

1  level. 

FY90  and  FY91 

Annual 
Deficit 

$(150,610) 
(150,610) 
(235,045) 
(233,942) 

are  budgeted 

Ending 
Balance 

$623,880 

473,270 

238,225 

4,283 

-Assumes  revenues  will  c< 
^FY88  actual  used  for  FY 

expenses. 

Paying  half  of  the  division  administration  cost  with  junk  vehicle  fluids  when 
the  Junk  Vehicle  Program  represents  about  10  percent  of  the  division's  budget 
and  about  4.6  percent  of  the  division  staff  appears  to  be  inconsistent  with 
statutory  requirements  on  the  use  of  the  funds.  About  70  percent  of  the  division 
budget  is  federally  funded  and  there  is  no  federal  support  of  the  division 
administration  program.  Assessing  federal  funding  sources  for  a  prorated  share 
of  the  division  administrator's  budget  would  eliminate  the  need  to  use  junk  vehicle 
fees  for  this  program. 

Option  A:    Replace  junk  vehicle   fee   funds   for   this  programi  with   assessments 
against  the  federal  programs  in  the  division. 

Option  B:    Use    junk    vehicle    funds    only    for    that    portion    of    administrative 
expense  that  is  directly  related  to  the  Junk  Vehicle  Program. 

Option  C:    Take  no  action. 
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WATER  QUALITY  BUREAU 


Actual 

Appropriated 

Current 

Level  

V.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

44.25 

40.75 

40.75 

40.75 

(3.50) 

Personal  Services 

$1 

,221,699 

$1,179,577 

$1,182,591 

$1,184,549 

(1.42) 

Operating  Expenses 

749,352 

792,581 

620,259 

614,156 

(19.94) 

Equipment 

44,472 

10,848 

7,115 

7,200 

(74.12) 

Total  (Jperating  Costs 
Non-Operating  Costs 


$2,015,523 
177,081 


$1,983,006 
128,797 


$1,809,965 
226,320 


$1,805,905 
226,320 


(9.57) 
47.98 


Total  Expenditures 
Fund  Sources 


$2,192,604 


$2,111,803 


$2,036,285 


General  Fund 
State  Special 
Federal  Revenue 


$   356,620 

182,646 

1,653,338 


$  460,825 

100,320 

1,550,658 


>  416,298 

84,685 

1,535,302 


>  417,411 

84,512 

1,530,302 


1.99 
(40.21) 
(4.32) 


Total  Funds 


$2,032,225 


Program  Description 

The  Water  Quality  Bureau  is  responsible  for  maintaining  water  quality 
standards  and  enforcing  water  quality  statutes.  The  bureau  includes  an 
administration  component  and  the  following  programs:  1)  Water  Pollution  Control, 
2)  Water  Permits,  3)  Construction  Grants,  4)  Groundwater,  5)  Wastewater 
Operators,  6)  Subdivisions,  and  7)  Safe  Drinking  Water. 

Budget 

The  fiscal  1988  personal  services  appropriation  was  41.00  FTE,  or  0.25  FTE 
higher  than  the  fiscal  1989  level. 

Fiscal  1988  personal  services  costs  also  include  1.00  FTE  funded  by  Resource 
Indemnity  Trust  grants  and  2.25  FTE  authorized  by  budget  amendment.  These 
3.25  FTE  were  excluded  from  the  current  level  budget.  The  personal  services 
budget  for  the  1991  biennium  represents  a  continuation  of  current  level  staffing, 
and  includes  a  4  percent  vacancy  savings  factor. 

Fiscal  year  1988  operating  expenses  include  $251,286  of  expenses  funded  by 
Resource  Indemnity  Trust  grants  and  budget  amendments  which  were  excluded, 
leaving  base  level  operating  costs  of  $498,066. 

Significant  changes  between  base  level  expenditures  and  the  proposed 
operating  budget  are:  1)  a  $52,735  increase  in  contracts  with  non-profit 
organizations,  which  results  from  new  federal  requirements  which  specify  that  a 
percentage  of  funds  be  passed  through  to  local  government  entities;  and  2)  a 
$57,595  increase  in  indirect  assessments. 
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Major  non-operating  costs  are  summarized  in  Table  14. 


Table  14 
Water  Quality  Bureau  -  Non-Operating  Costs 


Type  of  Expense 

Advance  of  Allowance  Grants 

Contracts  with  Local  Health  Agcys 

Reimbursements  to  Cities  for 
Review  of  Subdivision  Plans 

Public  Waste  Water  Supply  Inspection 
Contracts  with  Counties 

Total 


Annual  Cost 

Source  of  Funds 

$150,000 

Federal  EPA  Construction 
Grants 

40,000 

Subdivision  Plat  Review 
Fees 

5,000 

Subdivision  Plat  Review 
Fees 

31.320 

General  Fund  (25%)  and 
Federal  Grants  (75%) 

The  advance  of  allowance  grants  are  provided  to  small  communities  to  fund 
the  cost  of  planning  and  designing  wastewater  facilities.  Subsequent  federal 
grants  for  construction  of  the  facilities  are  made  directly  to  the  communities. 
The  contracts  with  local  health  agencies  and  reimbursements  to  cities  pays  for 
their  assistance  in  review  of  subdivision  plans.  The  contracts  with  counties 
provide  for  inspection  and  sampling  of  local  public  water  supply  systems. 

Funding 

Funding  and  staffing  of  bureau  programs  are  summarized  in  Table  15. 


Table  15 

Water  Quality 

Bureau 

- 

Staffing  and 

Funding 

1  Year    1990   - 

.   _ 

_  _  _  _ 

_   _   _ 

-  -  Fiscal  Year   1991 

General 

other 

General 

Other 

FTE 

Fund 

Funds 

Total 

FTE 

Fund 

Funds 

Total 

Management 

"^.85 

$   71,608 

$ 

215,081 

$ 

286,689 

4.85 

$   72,574     $ 

215,121 

$ 

287,695 

Pollution  Control 

8.30 

85,386 

296,780 

382,166 

8.30 

85,386 

294,248 

379,634 

Water   Permits 

3.50 

-0- 

165,596 

165,596 

3.50 

-0- 

162,241 

162,241 

Construction  Grants 

8.30 

-0- 

465,072 

465,072 

8.30 

-0- 

466,425 

466,425 

Groundwater 

1.00 

-0- 

63,794 

63,794 

1.00 

-0- 

63,830 

63,830 

Wastewater  Oper. 

1.00 

-0- 

39,685 

39,685 

1.00 

-0- 

39,512 

39,512 

Subdivisions 

-i.BO 

l'J9,6'W 

45,000 

194,644 

4.30 

149,972 

45,000 

194,972 

Safe  Drinking   Water 

9.50 

109,660 
$^16,298 

$1 

328,979 
,619,987 

!? 

438,639 
,036,285 

9.50 

109,479 

328,437 

$2 

== 

437,916 

Total 

^IZl^ll     ?1 

,614,814 

,032,225 
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The  Water  Quality  Management  Program  is  funded  by  25  percent  general  fund 
and  75  percent  federal  funds.  The  Pollution  Control  Program  receives  general 
fund  to  meet  the  state's  reqmred  level  of  effort  of  $85,386  and  receives  the 
balance  of  its  funding  from  federal  grants.  The  Water  Permits,  Construction 
Grants,  and  Groundwater  Programs  are  entirely  federally  funded.  The 
Wastewater  Operator's  Program  is  funded  through  license  fees  paid  by  local 
wastewater  operators.  The  Subdivision  Program  receives  about  25  percent  of  its 
funding  from  fees  charged  for  review  of  subdivision  plans,  which  is  used  to  fund 
grants  to  local  agencies  that  assist  in  the  review  process.  The  remaining  75 
percent  of  the  subdivision  budget  is  funded  with  general  fund.  The  Safe 
Drinking  Water  Program  receives  general  fiuid  to  meet  the  required  state  match  of 
25  percent  and  receives  the  balance  from  federal  grants. 


HEALTH 

SERVICES 

AND  MEDICAL 

FACILITIES 

DIVISION 

Actual 

Appropriated 

-   -   -  Current 

Level   

Z  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

10.77 

10.77 

10.77 

10.77 

0.00 

Personal  Services 

$3<»2,936 

$335,270 

$336,168 

$337,033 

(0.74) 

Operating  Expenses 

ZZSjZl'f 

262,558 

289,851 

289,135 

17.98 

Equipment 

5,2^ 

5,000 

4,050 

4,240 

(19.11) 

Total  Expenditures 

$576,398 

$602,808 

!630,069 

!630,408 

__6^89_ 

Fund  Sources 

General  Fund 

$358,061 

$353,775 

$3^18,055 

$347,689 

(2. 26) 

State  Special 

21,79<» 

'♦7,025 

43,161 

43,297 

25.63 

Federal  Revenue 

196,5*3 

202,008 

238,853 

239,422 

20.00 

Total  Funds 

$576,398 

$602,808 

$630,069 

$630,408 

_6^89_ 

Program  Description 

The  Health  Services  and  Medical  Facilities  Division  is  responsible  for 
improving  and  preserving  the  health  of  Montana  residents.  The  Division 
Administration  Program  consists  of  the  Administration  Unit  and  the  Emergency 
Medical  Services  Bureau.  The  Emergency  Medical  Services  Bureau  is  responsible 
for  planning,  implementing,  and  coordinating  statewide  emergency  medical 
services;  managing  the  Ambulance  Licensing  Program;  providing  training  and 
certification  of  emergency  medical  technicians;  and  administering  the  Montana 
Poison  Control  Program. 

Budget 

The  personal  services  budget  represents  a  continuation  of  current  level 
staffing,  and  includes  a  2.6  percent  vacancy  savings  factor,  which  is  consistent 
with  fiscal  1988  experience. 
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The  operating  budget  increases  primarily  as  a  result  of:  1)  a  $13,441 
increase  in  seminar  expenses  resulting  from  increased  demand  for  medical 
technician  training;  and  2)  a  $46,339  increase  in  indirect  assessments. 

Funding 

Staffing  and  funding  of  division  program  are  summarized  in  Table  16. 

Table  16 
Health  Services  and  Medical  Services  -  Staffing  and  Funding 

Fiscal  Year  1990 Fiscal  Vear  1991 

General      Other  General      Other 

FTE      Fund       Funds      Total     FTE      Fund       Funds      Total 

Division  Admin.       Z.50  $  69,744    $  43,849    $113,595   2.50   $  69,318    $  43,973    $113,291 
Emergency  Med.  Svcs.   8.27   278,311     238,165     516,476   8.27   278,371     238,746     517,117 

Total  10.77  $348,055    $282,014    $630,069   10.77  $347,689    $282,719    $630,408 


FAMILY  AND  MATERNAL  CHILD  HEALTH  BUREAU 


Actual 

Appropriated 

-  -  -  Current 

Level  

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

24.11 

23.50 

23.50 

23.60 

(0.61) 

Personal  Services 

$   551,213 

$   626,635 

$   612,596 

$ 

613,980 

4.14 

Operating  Expenses 

1,130,092 

1,136,052 

1,208,382 

1,205,437 

6.52 

Equipment 

23,215 

90,170 

3,000 

-0- 

(97.35) 

Total  Operating  Costs 
Non-Operating  Costs 


$  1,704,520 
10,600,543 


$  1,852,857 
10,177,120 


$  1,823,978 
10,085,193 


$  1,819,417 
10,082,004 


2.42 
(2.94) 


Total  Expenditures 
Fund  Sources 


$12,029,977 


$11,909,171 


$11,901,421 


General  Fund 
Federal  Revenue 


Total  Funds 


$    28,381 
12,276,682 


$    31,013 
11,998,964 


11,909,171 
$11,909,171 


11,901,421 
$11,901,421 


(100.00) 
( 1 . 92 ) 


Program  Description 

The  bureau  is  responsible  for  the  Child  Nutrition  Program,   the  Supplemental 
Food    Program    for    Women,     Infants    and    Children    (WIC),     the    Family    Planning 
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Program,    the   Handicapped    Children    Program,    and   the   Preventive   Health   Block 
Grant  Program. 

Budget 

Fiscal    1988    personal    services    costs    include    0.61  FTE    funded    by    budget 

amendment    not    included    in    the    current    level    budget.  The    personal    services 

budget  for  the   1991  biennium  represents  a  continuation  of  current  level  staffing 
and  includes  a  4  percent  vacancy  savings  factor. 

The  operating  budget  has  increased  primarily  as  a  result  of:  1)  a  $24,000 
increase  in  audit  costs  which  are  federally  reimbursed  audits  of  providers  in  the 
Child  Nutrition  Program;  2)  a  $14,733  increase  in  seminar  expenses  which  are 
primarily  related  to  increased  demand  for  training  for  rural  nurses;  and  3)  a 
$42,015  increase  in  indirect  assessments. 

Non-operating  costs  for  fiscal  1988  and  1990  are  summarized  in  Table  17. 


Table  17 
Maternal/Child  Health  Bureau  -  Non-Operating  Costs 


Type  of  Expense 

Grants  to  Local  Child  Care 
Food  Programs 

Supplemental  Food  Grants  to 
Local  Agencies 

Supplemental  Food  Grants  to 
Eligible  Individuals 

Family  Planning  Grants  to 
Counties  and  Local  Agencies 

Grants  to  Counties  to  Provide 
Medical  and  Dental  Services  to 
Women  and  Children 

Total 


Actual 
1988 

Current 
Level  1990 

Source  of  Funds 

$  2,818,419 

$  2,530,568 

Federal 

1,161,462 

1,161,462 

Federal 

4,838,837 

4,838,837 

Federal 

904,261 

832,730 

Federal 

877.564 


$10^600^543 


721,596 


$10^085^193 


Federal 


The  child  care  food  grants  provide  reimbursement  for  nutritional  meals 
served  to  children  enrolled  in  licensed  approved  child  care  centers.  The 
supplemental  food  grants  provide  selected  foods  to  supplement  diets  of  pregnant 
women,  infants,  and  children  up  to  age  five.  The  family  planning  grants  support 
programs  which  provide  comprehensive  family  planning  services. 

Funding 

Staffing  and  funding  of  division  programs  is  summarized  in  Table  18.  As 
shown,    all    programs    are    supported    entirely    with    federal    funds.      In    the    1989 
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biennium,   general  fund  was  used  in  each  year  to  support  division  administration, 
but  this  has  been  replaced  with  block  grant  funds  ui  the  1991  bienniiun. 


Table  18 
Maternal  Child  Health  Bureau  -  Staffing  and  Fxmding 


-  -  Fiscal 
General 

Year  1990 
Other 

" 

... 

-  -  Fiscal 
General 

Year  1991 
Other 

"" 

FTE 

Fund 

Funds 

Total 

FTE 

- 

Fund 

Funds 

Total 

Bureau  Admin. 

5.00 

$ 

-0- 

$ 

208,572 

$ 

208,572 

3.00 

$ 

-0- 

$ 

208,167 

$ 

208,167 

Child  Nutrition 

3.50 

-0- 

2,689, Kl 

2 

,689,141 

3.50 

-0- 

2,689,399 

2 

,689,399 

MIC 

9.00 

-0- 

6,'i0«,523 

6 

,406,523 

9.00 

-0- 

6,402,080 

6 

,402,080 

Family  Planning 

4.00 

-0- 

1,051,245 

1 

,051,245 

4.00 

-0- 

1,050,570 

1 

,050,570 

Handicapped  Children 

4.00 

-0- 

832,094 

832,094 

4.00 

-0- 

831,747 

831,747 

MCH  Block  Grants 

0.00 
23.50 

-0- 

721,596 
$11,909,171 

$11 

721,596 
,909,171 

0.00 
23.50 

$ 

-0- 
-0- 

719,458 
$11,901,421 

$11 

719,458 

Total 

S 

-0- 

,901,421 

PREVENTIVE  HEALTH  BUREAU 


Actual 

Appropriated 

Current 

Level  

y.   Chanje 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

F.T.E. 

17.02 

15.00 

13.00 

13.00 

(2.02) 

Personal  Services 

$  492,838 

$  446,205 

$416,198 

$417,508 

(11.22) 

Operating  Expenses 

738,860 

572,850 

449,654 

450,016 

(31,41) 

Equipment 

19,136 

327 

4,020 

-0- 

(79.35) 

Total  Operating  Costs 
Non-Operating  Costs 


$1,250,834 
24,445 


$1,019,382 
17,101 


$869,872 
11,458 


$867,524 
11,458 


(23.47) 
(44.84) 


Total  Expenditures 
Fund  Sources 


$1,036,483 


General  Fund 
Federal  Revenue 


$  416,210 
859,069 


$   225,707 
812,776 


$225,950 
657,580 


$222,489 
656,495 


(30.25) 
(21.41) 


Total  Funds 


$1,275,279 


Program  Description 

The  Preventive  Health  Bureau  administers  the:  1)  Perinatal  Program,  which 
provides  services  directed  towards  improving  the  care  of  mothers  and  babies;  2) 
Dental    Program,    which    provides    consultation    and    services    designed    to    reduce 
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tooth  decay;  3)  Behavioral  Risk  Program,  which  collects  health  data;  4)  Health 
Education  and  Risk  Reduction  Program,  which  manages  resources  and  activities 
directed  at  promoting  health  and  reducing  disease;  5)  Communicable  Diseases 
Program,  which  provides  surveillance  and  control  of  reportable  infectious 
diseases;  6)  Sexually  Transmitted  Diseases  Program,  which  provides  services  to 
reduce  and  eliminate  sexually  transmitted  disease;  7)  Immunization  Program,  which 
provides  vaccine  to  reduce  the  incidence  of  preventable  childhood  disease;  8) 
Rape  Crisis  Program,  which  provides  grants  to  rape  crisis  intervention  programs; 
9)  Renal  Program,  which  provides  medical  payments  to  victims  of  severe  kidney 
disease;  and  10)  Rabies  Program,  which  provides  vaccine  to  rabies  victims. 

Budget 

Fiscal  1988  personal  services  expenses  include  2.02  FTE  that  were  added 
through  the  budget  amendment  process  and  not  included  in  the  current  level 
budget.  The  personal  services  budget  for  the  1991  biennium  represents  a 
continuation  of  current  level  staffing.  No  vacancy  savings  factor  was  applied  to 
this  bureau  since  they  had  very  low  vacancy  rates  in  fiscal  1988. 

Fiscal  year  1988  operating  expenses  include  $318,552  of  expenses  related  to 
budget  amendments  leaving  base  level  operating  costs  of  $420,308.  The  primary 
change  between  base  level  expenditures  and  the  proposed  operating  budget  is  a 
$36,739  increase  in  indirect  assessments. 

Funding 

Staffing  and  funding  of  division  programs  are  summarized  in  Table  19. 


Table  19 

Preventive  Health  Bureau  -  Staffing  and  Funding 

General 

other 

other 

FTE 

Fund 

Funds 

Total 

FTE 

Fund 

Funds 

Total 

Perinatal   Program 

4.00 

$      -0- 

$223,391 

$223, 

,391 

4.00 

$      -0- 

$223,065 

$223, 

,065 

Dental 

1.00 

20,667 

y'f.o'fS 

94, 

.710 

1.00 

20,627 

72,849 

93,476 

Behavioral   Risk 

0.00 

-0- 

15,000 

15, 

,000 

0.00 

-0- 

15,000 

15, 

,000 

Health   Education 

1.00 

-0- 

53,935 

53, 

,935 

1.00 

-0- 

53,970 

53, 

,970 

Communicable  Disease 

1.00 

<t9,818 

-0- 

49, 

,818 

1.00 

48,372 

-0- 

48, 

,572 

STD 

2.20 

-0- 

87,49<f 

87, 

,494 

2.20 

-0- 

86,094 

86, 

,094 

Immunization 

3.80 

Z8,'t65 

139,357 

167, 

,822 

3.80 

28,490 

139,208 

167, 

,698 

Rape   Crisis 

0.00 

-0- 

11,^^58 

11, 

,458 

0.00 

-0- 

11,458 

11: 

,458 

Renal 

0.00 

125,000 

-0- 

125: 

,000 

0.00 

125,000 

-0- 

125: 

,000 

Rabies 

0.00 
13^00 

-0- 

52,702 

$657,380 

======== 

52: 

$881 

,702 
,330 

0.00 

13.00 

===== 

-0- 

54,849 
$656,493 

54 

$878: 

=  =  ==: 

,849 

Total 

$223,950 

$222,489 

======== 

,982 





The  Dental,  Communicable  Disease,  Immunization  and  Renal  Programs  receive 
general  fund  support  at  about  the  same  level  as  in  fiscal  1988.  The  federal 
funding  for  the  Perinatal,  Dental,  Health  Education,  and  Rape  Crisis  Programs  is 
from  the  Preventive  Health  and  Maternal/Child  Health  Block  Grants.  The  federal 
funding  for  the  other  programs  is  from  program  specific  federal  grant  sources. 
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LICENSING 

AND 

CERTIFICATION  BUREAU 

Actual 

Appropriated 

-   -   -  Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

27.35 

25.55 

25.55 

25.55 

1.80 

Personal  Services 

$716, 'tZB 

$686,682 

$702,040 

$703,429 

0.17 

Operating  Expenses 

226,116 

193,866 

256,298 

252,158 

21.07 

Equipment 

5,722 

500 

3,166 

$961 ,504 
======== 

-0- 

(49.12) 

Total  Expenditures 

$955,587 

======== 

__4^80_ 

Fund  Sources 

General   Fund 

$311,407 

$367,630 

$315,430 

$313,432 

(7.39) 

Federal   Revenue 

636,856 

$948,263 

======== 

513,418 
$881,048 

646,074 
$961,504 

642,155 

$955,587 

======== 

11.99 

Total   Funds 

__4^80_ 

Program  Description 

The  Licensing  and  Certification  Bureau  issues  licenses,  grants  medicaid 
certification,  Jind  recommends  medicare  certification  for  a  variety  of  health  care 
providers.  The  bureau  is  also  responsible  for  legal  enforcement  duties 
concerning  state,  local,  and  federal  laws  governing  health  care  providers. 

Budget 

Fiscal  1988  personal  services  expenses  include  1.80  FTE  funded  through  a 
supplemental  appropriation,  and  not  included  in  the  current  level  budget.  The 
personal  services  budget  for  the  1991  biennium  represents  a  continuation  of 
current  level  staffing,  and  includes  a  1.9  percent  vacancy  savings  factor,  which 
is  consistent  with  fiscal  1988  experience. 

Fiscal  1988  operating  expenses  include  $32,142  of  costs  funded  by  a 
supplemental  and  not  included  in  current  level  operations.  The  primary  changes 
between  base  level  expenditures  and  the  current  operating  budget  is  a  $49,846 
increase  in  indirect  assessments  and  a  $5,091  increase  in  rent. 

Funding 

The  program  is  funded  by  general  fund  and  federal  medicare  and  medicaid 
funds. 
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HEALTH 

PLANNING 

AND  RESOURCE 

DEVELOPMENT  BUREAU 

Actual 

Appropriated 

Level  

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

4.75 

4.75 

4.75 

4.75 

0.00 

Personal  Services 

^iss.'fse 

$141,318 

$141,484 

$141,893 

2.37 

Operating  Expenses 

24,515 

28,915 

43,816 

42,986 

62.46 

E<iuipment 

324 

$160,355 

======== 

250 
$170,483 

200 

$185,500 

======== 

-0- 

(65.16) 

Total  Expenditures 

$184,879 

======== 

_1K96_ 

Fund  Sources 

General  Fund 

$160,335 

$170,483 

======== 

$185,500 

======== 

$184,879 

.W-Jfi. 

Program  Description 

The  Health  Planning  and  Resource  Development  Bureau  has  three  primary 
functions:  1)  administration  of  the  certification  of  need  program,  which  deter- 
mines whether  proposed  medical  facility  construction  or  expansion  is  appropriate 
and  necessary;  2)  production  of  the  state  health  plan,  which  is  used  in  the 
certificate  of  need  process;  and  3)  collection,  maintenance,  and  distribution  of 
health  facility,  service,  and  staffing  data. 

Budget 

The  personal  services  budget  represents  a  continuation  of  current  level 
staffing,  and  includes  a  4.9  percent  vacancy  savings  factor. 

The  only  significant  change  between  base  level  expenditures  and  the 
proposed  operating  budget  is  a  $19,037  increase  in  indirect  assessments. 

Funding 

The  program  is  funded  entirely  by  general  fund.  This  program  was 
supported  by  federal  funds  prior  to  fiscal  1988.  As  shown  in  Table  20,  federal 
funding  decreased  steadily  in  fiscal  years  1985  through  1987. 
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Cost 

Table  20 
and  Funding  of  Health  Planning  Function 
Fiscal  Years  1985  through  1988 

Expenses 

Fiscal 
1985 

$297,183 

68,670 

4.592 

$129,872 
240.573 

Fiscal 
1986 

Fiscal 
1987 

$157,458 
24,989 
-0- 

Fiscal 
1988 

Personal  Services 
Operating  Expenses 
Equipment 

$235,995 

68,075 

2.716 

$114,157 
192.629 

$135,496 

24,515 

324 

Total  Expenses 

Funding 

General  Fund 
Federal  Funds 

$119,070 
63.377 

$160,335 
-0- 

Total  Funding 

|iiQJi5 

When  the  federal  government  stopped  funding  the  Certificate  of  Need 
Program,  the  1987  legislature  extended  the  program  through  the  1989  biennium. 
The  Certificate  of  Need  Program  will  not  continue  into  the  1991  biennium  unless 
extended  by  the  1989  legislature. 
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DEPARTMENT  OF  LABOR  AND  INDUSTRY  -  EMPLOYMENT  SERVICES 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT  LEVEL 

FTE  Biennium 

Fiscal  1991  General  Fund  Total  Funds 

Executive  Budget  598.55  $  2,475,747  $70,657,934 

LFA  Current  Level  615.40  3.523.337  66.905.358 

Executive  Over  (Under)  LFA  {16^85)  $£1x047^590)  $_3^752^576 


The  major  differences  between  LFA  current  level  and  the  executive  budget 
are:  1)  the  executive  budget  is  $743,325  greater  because  a  lower  vacancy 
savings  factor  was  used  in  the  executive  budget;  2)  the  executive  budget  is 
$737,785  lower  than  LFA  current  level  as  a  result  of  current  level  position 
deletions;  3)  LFA  current  level  includes  $411,600  for  maintenance  of  Job  Service 
buildings  that  is  not  included  in  the  executive  budget;  4)  the  executive  budget 
includes  $730,589  for  consulting  services  in  the  Employment  Policy  Division  while 
LFA  current  level  includes  only  $108,542  of  consulting  costs;  5)  LFA  current  level 
provides  $21,571,337  of  authority  to  receive  and  distribute  federal  Job  Training 
Partnership  Act  grants  while  the  executive  budget  includes  $16,263,759  of 
authority;  6)  the  executive  budget  provides  $2,911,859  for  grants  in  the  General 
Assistance  Training  Program  and  LFA  current  level  provides  $1,716,400  for  these 
grants;  7)  the  executive  budget  includes  $711,950  in  the  Unemployment  Insurance 
Division  for  data  processing  services  compared  to  $413,310  in  LFA  current  level; 
8)  the  executive  budget  for  equipment  in  the  Centralized  Services,  Employment 
Relations,  Human  Rights  and  Employment  Policy  Divisions  is  $397,096  greater  than 
LFA  current  level;  and  9)  the  executive  budget  includes  seven  budget 
modifications  which  add  $6,865,020. 


ISSUE  1:     VACANCY  SAVINGS 

The  executive  has  used  a  2  percent  vacancy  savings  factor  in  most  programs 
compared  to  a  4  percent  factor  used  in  LFA  current  level.  As  a  result,  the 
executive  budget  is  $743,325  greater  than  LFA  current  level. 

ISSUE  2:     CURRENT  LEVEL  POSITION  DIFFERENCES 

The  executive  budget  eliminates  14  vacant  positions  (14.00  FTE)  in  the  Job 
Service  Division,  4  vacant  positions  (4.00  FTE)  in  the  Unemplojrment  Insurance 
Division,  and  2  vacant  positions  (2.00  FTE)  in  Centralized  Services.  LFA  current 
level  eliminates  one  vacant  position  (1.00  FTE)  in  the  Centralized  Services 
Program  and  3.50  vacant  positions  (3.50  FTE)  in  the  Employment  Policy  Division. 
The  executive  budget  also  eliminates  6.85  FTE  from  the  Work  Incentive  Program. 
The  net  budgetary  impact  of  these  changes  in  the  1991  biennium  is  that  the 
executive  budget  is  $737,785  lower  than  LFA  current  level  and  contains  22.35 
fewer  FTE  for  current  level  programs. 
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ISSUE  3:      MAINTENANCE  OF  JOB  SERVICE  BUILDINGS 

LFA  current  level  includes  the  department  request  for  $411,600  to  provide 
maintenance  for  job  service  buildings  throughout  the  state.  The  executive  budget 
includes  $22,000  for  this  spending  category.  The  largest  project  includes  the 
Great  Falls  job  service  office  which  has  been  damaged  as  a  result  of  unstable 
ground.  Other  projects  include  job  service  offices  in  Missoula,  Havre,  Kalispell, 
Shelby,  Bozeman,  Glendive,  and  Miles  City.  The  Job  Service  Division  is  funded 
almost  entirely  with  federal  funds. 

ISSUE  4:  CONSULTANTS  -  EMPLOYMENT  POLICY 

The  executive  budget  includes  the  department's  request  for  $730,589  to  fund 
various  consulting  projects  in  the  Employment  Policy  Division.  LFA  current  level 
includes  consulting  and  professional  services  at  the  fiscal  1988  level,  which 
provides  $108,542  for  the  biennium.  These  consulting  projects  include  such 
things  as  developing  a  marketing  plan  for  apprenticeship  promotion,  developing  a 
management  information  system,  and  assessing  the  effectiveness  of  division 
programs. 

ISSUE  5:   JTPA  GRANTS 

LFA  current  level  includes  $21,571,337  of  authority  to  receive  and  distribute 
federal  Job  Training  Partnership  Act  grants.  The  executive  budget  provides  for 
$16,263,759  of  spending  authority. 

ISSUE  6:     GENERAL  ASSISTANCE  TRAINING 

The  executive  budget  provides  $2,911,859  for  grants  to  program  operators  in 
the  General  Assistance  Training  Program.  LFA  current  level  funds  these  grants 
at  the  fiscal  1988  level,   which  provides  $1,716,400  of  biennial  authority. 

ISSUE  7:     UNEMPLOYMENT  INSURANCE  COMPUTER  PROCESSING 

In  the  executive  budget  the  Unemployment  Insurance  Division  includes 
$711,950  for  data  processing  services.  LFA  current  level  includes  these  expenses 
at  the  fiscal  1988  level,   which  provides  $413,310  of  authority. 

ISSUE  8:      EQUIPMENT 

Equipment  expenses  included  in  the  executive  budget  exceed  those  of  LFA 
current  level  in  several  programs.  These  are  summarized  in  Table  A.  As  shown, 
the  executive  budget  is  $397,096  greater  than  LFA  current  level.  LFA  current 
level  allows  equipment  at  a  three -year  average  or  the  agency  request,  whichever 
was  lower,   whereas  the  executive  has  allowed  significant  increases. 
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Table  A 
Comparison  of  Equipment  Expenses  in  LFA  Current  Level  and  Executive  Budget 

Program 

Centralized  Services 
Employment  Relations 
Employment  Policy 
Human  Rights 

Total  Equipment 

Executive                             LFA 

$  85,589                           $  49,341 

67,359                               12,000 

379,960                               85,140 

11.225                                     556 

mum            miMi 

Difference 

$  36,248 

55,359 

294,820 

10.669 

mi.m 

ISSUE  9:     BUDGET  MODIFICATIONS 

The  executive  budget  includes  seven  budget  modifications.  These  modifica- 
tions would  add  5.50  FTE  and  $6,865,020  to  the  department's  budget  in  the  1991 
biennium.     Table  B  summarizes  the  proposed  modifications. 


Table  B 
Labor  and  Industry  Budget  Modifications 


-   -  Fiscal 

1990  -   - 

-   -  Fisca 

il  1991  -   - 

General 

General 

Modification 

FTE 

Fund 

Total 

Fund 

Total 

Enforcement  Officer 

1.00 

$  -0- 

$ 

30,512 

$     -0- 

$ 

30,492 

Citizen  Board 

0.00 

-0- 

3,000 

-0- 

3,000 

Prevailing  Wage 

1.50 

-0- 

20,499 

-0- 

40,172 

Fair  Housing 

0.00 

-0- 

27,421 

-0- 

-0- 

Outreach 

0.00 

-0- 

5,000 

-0- 

5,000 

AFDC  Model  Proj. 

3.00 

57,253 

1 

,244,496 

389,666 

2 

,645,428 

JTPA  Expansion 

0.00 

-0- 

914,000 

-0- 

1 

.896.000 

Total 


5.50 


$57,253 


$2,244,928 


$389,666         $4,620,092 


The  enforcement  officer  modification  responds  to  a  State  Attorney  General 
opinion  providing  that  prevailing  wage-rate  provisions  must  be  expanded  to 
include  all  service  contracts  as  well  as  construction  contracts. 

The  citizen  board  modification  would  create  a  citizen  board  to  review  all 
hearing  examiner  decisions  relating  to  prevailing  wage  and  wage  payment  acts. 

The  prevailing  wage  modification  provides  administrative  support  required  by 
the  State  Attorney  General  opinion  related  to  prevailing  wage-rate  provisions. 

The  fair  housing  modification  gives  the  Human  Rights  Division  authority  to 
spend  the  remaining  balance  of  a  Fair  Housing  Grant  received  in  September  of 
1988  from  the  Department  of  Housing  and  Urban  Development. 
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The  outreach  modification  requests  an  outreach  program  to  aid  Montana 
employers,  landlords,  businesses  and  others  regarding  their  rights  and 
responsibilities  under  the  Montana  Human  Rights  Act. 

The  AFDC  Model  Project  modification  provides  for  development  of  an  AFDC 
model  project  to  help  the  department  be  prepared  to  implement  the  Congressional 
Welfare  Reform  Package. 

The  JTPA  expansion  modification  provides  authority  for  increased  federal 
funding  for  the  JTPA  Program. 

ISSUE  10:      USE  OF  UNEMPLOYMENT  INSURANCE  ADMINISTRATIVE  TAX  FUNDS 

The  executive  budget  proposes  to  use  Unemployment  Insurance 
Administration  tax  revenues  in  place  of  general  fund  in  department  programs. 
The  administrative  tax  replaces  $2,893,951  of  general  fund  included  in  the  current 
level  budget  and  provides  $137,673  funding  for  modifieds.  The  LFA  budget 
analysis  discusses  the  proposed  funding  alternative  in  the  department's  current 
level  analysis. 
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Actual 

Appropriated 

-  -  -  Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

623.15 

619.90 

615.40 

615.40 

(7.75) 

Personal  Services 

$15,865,155 

$15,027,4<i8 

$14,804,929 

$14,835,429 

2.59 

Operating  Expenses 

6,229,1'H 

6,945,280 

6,588,105 

6,456,082 

(0.97) 

Equipment 

555,596 
$20,6'»9,890 

238,636 
$22,209,364 

298,585 

222,900 
$21,514,411 

(34.34) 

Total  Operating  Costs 

$21,691,619 

0.81 

Non-Operating  Costs 

9,348,530 

10,006,940 

11,334,578 

12,364,750 

22.44 

Total  Expenditures 


Fund  Sources 


$29,998,420     $52,216,504 


$55,026,197     $53,879,161 


General  Fund 

$  1,854,827 

$  2,616,632 

$  1,758,450 

$  1,764,887 

(21.20) 

State  Special 

176,066 

295,208 

2,817,194 

2,760,145 

1083.46 

Federal  Revenue 

25,600,685 

26,920,314 

28,447,055 

29,360,629 

10.05 

Proprietary  Funds 

2,366,844 

2,384,150 

5,500 

5,500 

(99.85) 

Total  Funds 

$29,998,420 

$32,216,504 

$55,026,197 

$55,879,161 

7.54 

ISSUES 

1.  Replace  G.F.  with  U.I  Admin.  Tax 

Option  Ai  $(967,525) 


Fiscal  1990 Fiscal  1991 

General  Fund      Other  Funds       General  Fund      Other  Funds 


Program  Description 

The  Department  enforces  state  wage  and  hour  laws,  provides  for  apprentice- 
ships, hears  classification  and  unemployment  insurance  disputes,  and  enforces 
state  and  federal  an ti- discrimination  in  employment  laws.  The  department  also 
collects  and  disburses  state  unemployment  funds,  acts  as  an  employment  agency, 
provides  training,  and  oversees  federal  Job  Training  Partnership  Act  (JTPA) 
grants.     The  department  divisions  and  programs  are  shown  in  Table  1. 

Most  department  programs  are  funded  from  federal  sources.  As  shown  in 
Table  1,  federal  funding  sources  represent  92  percent  of  the  department's  fiscal 
1988  funding,   while  the  general  fund  represents  6.2  percent. 
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Table  1 

Funding 

For  Department  of  Labor 

Programs 

-  Fiscal  1988 

General 

Penalty 

state 

Federal 

Program 

Fund 

«  Interest 

Special 

S  Other 

Total 

Job  Service 

$          -0- 

$     -0- 

$  58,122 

$10,834,666 

$10,892,788 

Unemployment   Insurance 

-0- 

-0- 

-0- 

3,039,439 

3,039,439 

Centralized  Services 

-0- 

-0- 

-0- 

2,366,844 

2,366,844 

Employment   Relations 

601,889 

-0- 

117,944 

1,059,751 

1,779,584 

Employment   Policy 

19,568 

172,609 

-0- 

1,768,733 

1,960,910 

Human   Rights 

216,0't<* 

-0- 

-0- 

133,069 

349,113 

Job  Training 

236,315 

190,71<» 

-0- 

7,609,988 

8,037,017 

Gen.    Asst.   Training 

781,011 
$1,85<»,827 

-0- 

-0- 

791,714 
$27,604,204 

1,572,725 

Total 

$363,323 

$176,066 

$29,998,420 

Percent 

6.2 

1.2 

0.6 

92.0 

100.0 

ISSUE  1:    REPLACING 

GENERAL 

FUND  SUPPORT  OF  DEPARTMENT  PROGRAMS 

WITH  UNEMPLOYMENT  INSURANCE  ADMINISTRATION  TAX  RECEIPTS 

Unemployment  Insurance  Penalty  and  Interest  Collections 

Statutes  authorize  assessment  and  collection  of  penalties  and  interest  on 
employers  who  do  not  comply  with  laws  and  regulations  governing  the  unemploy- 
ment insurance  program.  The  amount  of  penalty  and  interest  money  collected  has 
been  declining  in  recent  years,  from  $530,000  in  fiscal  1986  to  $372,000  in  fiscal 
1988.  Penalty  and  interest  money  collected  has  been  used  to  fund  programs  in 
the  Employment  Policy  Bureau  and  in  the  Job  Training  Program.  Collections  not 
used  to  support  department  programs  are  deposited  in  the  Unemployment 
Insurance  Trust  Fund. 

Unemployment  Insurance  Administration  Tax 

Legislation  passed  in  1983  (Section  39-51-404(4),  MCA)  established  the 
unemployment  insurance  administration  account  to  generate  revenue  to  offset  the 
potential  reduction  in  federal  support  of  the  Job  Service  Division.  The  account  is 
funded  through  an  assessment  of  0.10  percent  of  all  wages  subject  to  unemploy- 
ment taxes  and  0.05  percent  of  total  wages  paid  by  employers  not  covered  by  an 
experience  rating.  All  assessments  must  be  deposited  in  the  unemployment 
insurance  administration  account.  Any  assessments  deposited  to  the  unemployment 
insurance  administration  account  that  are  not  appropriated  by  the  legislature  must 
be  transferred  to  the  unemployment  insurance  trust  fund  account. 

Total  collections  for  the  fund  were  about  $2.3  million  per  year  in  fiscal  years 
1986  and  1987  and  $2.4  million  in  fiscal  1988.  There  were  no  appropriations  from 
this  fund  during  this  period  and  these  funds  were  deposited  in  the  unemployment 
insurance  trust  fund.     Actual  and  projected  trust  fund  balances  provided  by  the 
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department  show  that  the  fund  has  increased  steadily  in  recent  years.     This  data 
is  shown  in  Table  2. 


Table  2 

Montana  Unemployment  Insurance  Trust  Fund 

Actual  and  Projected  Fund  Balance  -  Fiscal  Years  1986  through  1991 

Fiscal  Year  Fund  Balance 


1986  $15,364,564 

1987  31,312,873 

1988  47,163,049 


Projected 


1989  64,200,000 

1990  76,300,000 

1991  81,900,000 


The  General  Appropriations  Act  of  1987  included  language  providing  that  if 
federal  funding  for  the  department's  Employment  Services  Division  was  less  than 
expected  the  department  could  seek  to  supplement  federal  funds  with  funds  from 
the  unemployment  insurance  administration  account.  Federal  fmiding  for  fiscal 
year  1989  job  service  programs  declined  and  the  department  received  authority  to 
supplement  fiscal  1989  federal  funding  with  $350,000  from  the  unemplojrment 
insurance  administration  account. 

Expanded  Use  of  Unemployment  Insurance  Administration  Account 

The  current  level  budget  uses  Unemployment  Insurance  Administration  tax 
receipts  to  supplement  declining  federal  funds  in  the  Job  Service  Division.  The 
executive  budget  also  uses  the  Unemplojrment  Insurance  Administration  tax 
receipts  to  replace  general  fund  and  penalty  and  interest  fluids  in  the  Employment 
Relations  Division,  Human  Rights  Commission,  and  the  Job  Training  Program. 
Table  3  shows  the  funding  of  department  programs  as  proposed  in  the  current 
budget  using  Unemployment  Insurance  Administration  tax  receipts. 
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Table  3 

Alternative  Funding  of 

Selected  Department  Programs 

Fiscal  Year  1990 

General 

Penalty   « 

UI  Admin. 

State 

Federal 

Fund 

Interest 

Tax 

Special 

«  Other 

Total 

Employment   Relations 

Current   Funding 

$577,565 

$      -0- 

$          -0- 

$229,407 

$   1,172,349 

$    1,979,321 

Alternate   Funding 

-0- 

-0- 

577,565 

229,407 

1,172,349 

1,979,321 

Human  Rights 

Current  Funding 

22<t,960 

-0- 

-0- 

-0- 

96,000 

320,960 

Alternate  Funding 

-0- 

-0- 

Z2<i»,960 

-0- 

96,000 

320,960 

Job  Training 

Current  Funding 

165,000 

sz-v.ooo 

-0- 

-0- 

9,796,778 

10,285,773 

Alternate   Funding 

-0- 

-0- 

489,000 

-0- 

9,796,778 

10,285,778 

Subtotal 

Current   Funding 

$967,525 

$324,000 

$           -0- 

$229,407 

$11,065,127 

$12,586,059 

Alternate   Funding 

-0- 

-0- 

1,291,525 

229,407 

11,065,127 

12,586,059 

Job  Service 

$      -0- 

$      -0- 

$      166,463 

$  85,000 

$10,866,579 

$11,118,042 

Summary- 

Current   Funding 

$967,525 

$32<f,000 

$      166,463 

$314,407 

$21,931,706 

$23,704,101 

Alternate   Funding 

$      -0- 

$      -0- 

$1,457,988 

$314,407 

$21,931,706 

$23,704,101 

As  shown,  the  alternative  funding  plan  would  use  $1,291,525  of  the  adminis- 
tration tax  receipts  to  replace  general  fund  and  penalty  and  interest  support  in 
the  Employment  Relations  Division,  Human  Rights  Commission,  and  the  Job 
Training  Program.  These  programs  are  all  employment  related.  The  General 
Assistance  Training  Program,  which  serves  the  general  population,  would  still  be 
funded  by  general  fund.  Penalty  and  interest  collections  would  no  longer  be 
used  to  fund  department  programs  and  would  be  deposited  in  the  Unemployment 
Insurance  Trust  Fund. 

The  budget  also  proposes  to  use  Unemployment  Insurance  Administration  tax 
receipts  to  offset  decreased  federal  support  of  the  Job  Service  Division.  As 
shown,  adoption  of  the  alternative  funding  plan  would  use  about  $1.5  million  of 
the  administration  tax  receipts. 

Projections  developed  by  the  department  show  that  use  of  Unemployment 
Insurance  Administration  tax  receipts  to  fund  department  programs  would  not 
result  in  an  increase  in  unemployment  insurance  rates  charged  to  employers. 
These  projections,  which  go  through  fiscal  year  1998,  show  the  trust  fund 
balance  remaining  at  over  $50  million. 

Option  A:  Adopt  the  alternative  funding  plan  as  proposed.  This  option  would 
decrease  general  fund  appropriations  by  $967,525  in  fiscal  1990  and 
$973,858  in  fiscal  1991. 
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Option  B:  Use  Unemployment  Insurance  Administration  tax  receipts  to  replace 
declining  federal  support  for  the  Job  Service  Division,  but  do  not 
use  the  funds  to  replace  general  fund  support  of  other  department 
programs . 

Option  C:  Reject  the  alternative  funding  plan  and  eliminate  the  Unemployment 
Insurance  Administration  tax. 

Option  D:  Do  not  use  Unemployment  Insurance  administrative  funds  to  replace 
fluids  in  the  Department  of  Labor  and  Industry. 


JOB  SERVICE  DIVISION 


Actual 

Appropriated 

Current 

Level  

y.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
351. '♦5 

1989 

1990 
328.70 

1991 
528.70 

Biennium 

F.T.E. 

540.00 

(  Z . 75 ) 

Personal  Services 

$  7,577,760 

$  8,237,311 

$  7,838,781 

$  7,854,264 

0.50 

Operating  Expenses 

2,767,180 

2,815,449 

2,931,489 

2,900,280 

4.46 

Equipment 

294,555 

156,506 

159,478 

104,970 

(41.57) 

Total  Operating  Costs 

$10,«9,'V75 

$11,209,266 

$10,929,748 

$10,859,514 

0.65 

Non-Operating  Costs 

455,515 

155,540 

190,600 

221,000 

(52.40) 

Total  Expenditures 


$11,564,806 


$11,120,548 


Fund  Sources 


State  Special 
Federal  Revenue 


$    58,122 
10,854,666 


$    61,407 
11,303,399 


$    85,000 
11,055,548 


$    85,000        42.22 
10,995,514        (0.48) 


Total  Funds 


$10,892,788 


$11,364,806 


Program  Description 

The  Job  Service  Division  acts  as  a  labor  exchange  through  the  job  service 
offices  throughout  the  state  by  listing  available  jobs  and  referring  qualified 
personnel  to  employers. 


Budget 

The  personal  services  budget  represents  a  reduction  of  1.00  FTE,  and 
includes  a  4  percent  vacancy  savings  factor.  The  1987  legislature  approved  340 
positions  and  1.75  FTE  were  added  in  fiscal  1988  through  the  budget  amendment 
process,  but  2.50  FTE  were  transferred  to  the  Employment  Policy  Division,  and 
7.80  FTE  were  transferred  to  the  General  Assistance  Training  Program  in  fiscal 
1988.  One  additional  FTE  will  be  transferred  to  the  Employment  Policy  Division  in 
fiscal  1990.  Fiscal  1988  personal  services  expenses  were  lower  than  expected  as  a 
result  of  high  vacancy  savings  rates  caused  by  uncertainty  over  federal  fiuiding 
levels. 
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Significant  increases  in  the  operating  expense  budget  are:  1)  $16,016  in 
janitorial  services,  which  resixlts  from  expansion  of  two  job  service  offices  and 
increased  costs  of  janitorial  contracts;  2)  $37,850  for  increased  maintenance 
contracts  for  recently  purchased  equipment;  3)  $90,558  for  statewide  indirect 
assessments;  and  4)  $45,613  for  department  indirect  assessments.  These 
increases  were  offset  by  decreases  of  $11,233  in  contracted  services  and  $17,650 
in  computer  terminal  costs. 

Funding 

Program  funding  for  fiscal  year  1990  includes  $85,000  in  state  special  rev- 
enue from  Workers'  Compensation  funds.  Federal  funds  for  fiscal  1990  consist  of: 
1)  a  $2,620,901  Employment  Training  Council  grant;  2)  $8,247,984  in  federal  job 
service  funds;  and  3)  $166,463  of  Unemployment  Insurance  Administration  tax. 


UNEMPLOYMENT 

INSURANCE 

Actual 

Appropriated 

Current 

Level  

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

88.90 

88.90 

88.90 

88.90 

0.00 

Personal   Services 

$1,719,586 

$1,956,503 

$1,922,89<» 

$1,927,754 

4.75 

Operating   Expenses 

1,Z19,300 

I,'i75,'f34 

1,196,420 

1,164,047 

(12.40) 

Equipment 

100,553 

5^,930 

65,000 

45,000 

(29.25) 

Total   Expenditures 

$3,g39,«9 

$3,^6,867 

$3,18^,31^ 

fiaihfei 

-Llil^i 

Fund  Sources 

Federal   Revenue 

$3,039,^39 

$3,^6,867 

??il§^lll* 

$3,136,801 

========== 

J^3.14J 

Program  Description 

The  Unemployment  Insurance  Division  is  responsible  for  the  administration  of 
state  and  federal  unemployment  insurance  laws.  It  collects  unemployment 
insurance  taxes  and  makes  payments  to  eligible  recipients.  This  program  also 
manages  the  unemployment  insurance  trust  fund. 

Budget 

The  personal  services  budget  represents  a  continuation  of  current  level 
staffing,  and  includes  a  4  percent  vaceincy  savings  factor. 

Significant  changes  in  the  operating  budget  include:  1)  a  $47,386  decrease 
in  the  cost  of  providing  current  level  data  processing  services;  2)  a  $19,738 
decrease  in  consulting  services;  3)  a  $6,842  increase  in  printing  costs  for  benefit 
checks;  4)  a  $6,741  increase  in  maintenance  contracts  for  recently  purchased 
equipment;  and  5)  a  $28,797  increase  in  indirect  assessments. 
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Funding 


Unemployment     Insurance     is     entirely     funded     by     federal     imemployment 
insurance  funds. 


CENTRALIZED 

SERVICES 

Actual 

Appropriated 

Current 

Level  

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

70.00 

70.00 

69.00 

69.00 

(1.00) 

Personal  Services 

$1,567,123 

$1,698,553 

$1,691,396 

$1,695,068 

3.70 

Operating  Expenses 

729,888 

669,897 

786,410 

726,802 

8.10 

Equipment 

69,833 

12,200 

24,981 

24,360 

39.85 

Total  Expenditures 

$2,366,8^5 

$2,380,650 

$2,502,787 

$2,446,230 

========== 

__4^24_ 

Fund  Sources 

State  Special 

S          -0- 

$          -0- 

$2,502,787 

$2,446,230 

M/A 

Proprietary   Funds 

2,366,844 
$2,366,844 

2,580,650 
$2,380,650 

-0- 

-0- 

(100.00) 

Total  Funds 

$2,502,787 

========== 

$2,446,230 

========== 

4^24_ 

Program  Description 

Centralized  Services  provides  overall  management  and  support  services  to  the 
Department  of  Labor  and  Industry,  including  legal  assistance,  personnel  hiring 
and  training,  data  processing,  and  budgeting. 

Budget 

The  personal  services  budget  for  the  1991  biennium  represents  a  reduction 
of  1.00  FTE  as  a  result  of  the  elimination  of  one  vacant  position,  and  includes  an 
8  percent  vacancy  savings  factor.  The  fiscal  1988  vacancy  savings  rate  was 
about  16  percent. 

Significant  changes  in  the  operating  budget  include:  1)  a  $15,629  increase 
in  insurance  costs;  2)  a  $6,172  increase  in  costs  associated  with  the  on-line  entry 
system  for  the  state  accounting  system;  3)  a  $12,822  increase  in  rent  costs;  4)  a 
$14,717  increase  in  maintenance  contracts  for  recently  purchased  equipment;  5)  a 
$6,007  increase  in  assessments  for  statewide  indirect  costs;  and  6)  a  $5,916 
increase  in  department  indirect  assessments.  Departmental  indlrects  are  assessed 
only  against  the  data  processing  unit,  which  is  not  funded  through  the  depart- 
ment's cost  allocation  plan.  Operating  expenses  decrease  in  fiscal  1991  because 
$59,000  for  legislative  audit  fees  is  a  biennial  expense  that  is  budgeted  in  fiscal 
1990  only. 
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Funding 


Centralized  Services  is  entirely  ftmded  by  charges  made  to  other  programs 
of  the  Department  of  Labor  and  Industry,  including  the  Division  of  Workers' 
Compensation.  In  the  1989  biennium,  these  were  classified  as  proprietary  funds, 
but  are  classified  as  state  special  revenue  in  the  1991  biennium.  Table  4 
summarizes  the  cash  flow  in  the  department's  indirect  fund. 


Table 

4 

Projected  Indirect 

Fund  Balance 

Fiscal  1989 

Fiscal  1990 

Fiscal  1991 

Beginning  Fund 
Assessments 

Balance           $ 

2, 

(1.101) 
,559,097 

$        23,779 
2,500,633 

$ 

21,625 
2,431,195 

Expenditures 

Centralized  Services 

_12, 

.534.217) 

(2,502,787) 

(2,446,230) 

Ending  Fiind  Balance 

l=  =  : 

-.AMP== 

l====?k§2L 

1= 

:  =  =  =  Ji5i9= 

EMPLOYMENT  RELATIONS  DIVISION 

Actual 

Appropriated 

-  -  -  Current  Level  -  -   - 

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 
53.50 

1989 

1990 
53.50 

1991 
53.50 

Biennium 

F.T.E. 

53.50 

0.00 

Personal  Services 

$1,290,008 

$1,46'»,052 

$1,433,738 

$1,435,460 

4.18 

Operating  Expenses 

<t59,98a 

"^77,276 

539,583 

530,067 

14.12 

Equipment 

res 

29,588 
$1,779,584 

-0- 

6,000 
$1,979,321 

6,000 
$1,971,527 

(59.44) 

Total   Expenditui 

$1,9<»1,328 

========== 

__6^18_ 

Fund  Sources 

General  Fund 

$     601 ,889 

$     622,676 

$     577,565 

$     586,869 

(4.91) 

State  Special 

117,94<i 

233,801 

229,407 

228,915 

30.30 

Federal   Revenue 

1,059,751 

1,081,351 

1,168,849 

1,152,243 

8.41 

Proprietary   Funds 

-0- 

3,500 

3,500 

$1,979,321 

========== 

3,500 

100.00 

Total   Funds 

$1,779,58^ 

$1,941,328 

========== 

$1,971,527 

6.18 

======== 

Program  Description 

The  Employment  Relations  Division  includes  the  five  member  Board  of 
Personnel  Appeals,  the  three  member  Board  of  Labor  Appeals,  and  three  bureaus: 
1)  Audit,  which  performs  auditing  and  other  specied  services  for  the  department; 
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2)  Appeals,  which  provides  mediation,  fact  finding,  and  arbitration  services  and 
conducts  administrative  hearings  on  collective  bargaining  matters,  classification 
appeals,  employee  grievances,  unemployment  insurance  benefits,  tax  appeals  and 
on  the  Wage  Payment  Act;  and  3)  Investigations,  which  administers  and  enforces 
state  laws  on  wages,  hours,  working  conditions,  child  labor,  contractors'  bonds, 
restaurant  and  tavern  bonds,  and  employment  agency  licensure.  It  also  conducts 
representation  elections  and  investigates  collective  bargaining  petitions  and 
employee  grievances.  The  division  also  includes  the  Workers'  Compensation 
Mediation  Unit. 

The  Workers'  Compensation  Mediation  Panel  was  authorized  by  the  1987 
legislature  in  Senate  Bill  315.  The  panel  was  funded  for  fiscal  1988  but  was  not 
in  place  at  the  beginning  of  the  year.  As  shown  in  Table  5  less  than  half  of  the 
funds  appropriated  for  the  mediation  panel  were  actually  spent  in  fiscal  1988. 


Table  5 

Fiscal  1988  Appropriations 

Workers'  Compensation 

and  Expenditures 
Mediation  Panel 

Budgeted 

Expenses 

Variance 

Personnel  Services 
Operating  Expenses 
Equipment 

$172,862 

62,475 

4.000 

$  87,578 

26,650 

3,714 

$  (85,284) 

(35,825) 

(286) 

Total 

liiiiii? 

liiLiii 

laiLiiii 

Budget 

The  personal  services  budget  represents  a  continuation  of  current  level 
staffing,  and  includes  a  4  percent  vacancy  savings  factor.  Personal  services 
expenses  were  lower  than  anticipated  in  fiscal  1988  because  the  Workers'  Compen- 
sation Mediation  Unit  was  not  operational  until  late  in  the  fiscal  year. 

Significant  changes  in  the  operating  budget  include:  1)  an  $8,104  increase 
in  consulting  services,  which  are  associated  with  the  grievance  process;  2)  a 
$7,000  increase  in  Secretary  of  State  filing  fees  as  a  result  of  required  updates  of 
wage  and  hour  laws;  3)  an  $11,600  increase  in  long  distance  charges,  which  are 
attributable  to  teleconferences  of  the  Workers'  Compensation  Mediation  Panel;  4) 
an  $11,964  increase  in  in-state  travel  costs,  which  are  attributable  to  the 
Workers'  Compensation  Mediation  Panel;  5)  a  $12,665  increase  in  rent  expenses; 
and  6)  a  $17,521  increase  in  indirect  assessments. 

Equipment  expenses  relate  to  office  equipment,  single  user  computers,  and 
software.  The  equipment  budget  is  comparable  to  the  level  appropriated  for  the 
1989  biennium. 

Funding 

The  Audit  Bureau  is  supported  by  those  programs  using  the  bureau  within 
the  Department  of  Labor  and  Industry.  The  Investigations  Bureau  is  funded  by 
general    fund.      The    Board    of    Personnel    Appeals    is    funded    by    general    fund. 
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Unemployment  Insurance  Appeals  is  funded  by  federal  unemployment  funds.  In 
addition,  the  department  receives  income  from  the  sale  of  printed  case  decisions 
and  is  reimbursed  for  certain  fact  finding  expenses.  Staffing  and  funding  for 
the  division  are  summarized  in  Table  6. 


Table  6 
Employment  Relations  Division  Staffing  and  Funding 


General 

-  Fiscal  1990  - 
Other 

General 

-  Fiscal  1991 
Other 

Bureau 

FTE 

Funds 

Funds 

Total 

Funds 

Funds 

Total 

Division  Adrain. 

2.00 

$  27,663 

$ 

't6,655 

$ 

74,318 

$  27,253 

$ 

48,093 

$ 

75,346 

Audit  Bureau 

25.00 

-0- 

86<f,952 

864,952 

-0- 

847,167 

847,167 

Appeals  Bureau 

12.00 

243,819 

280,177 

523,996 

249,538 

281,777 

531,315 

Investigations 

Bureau 

9.00 

306,083 

-0- 

306,083 

310,078 

-0- 

310,078 

Work.  Comp.  Mec 

iiation 

S.50 
53.50 

-0- 

«1 

209,972 
,401,756 

$1 

209,972 
,979,321 

-0- 

$1 

207,621 

$1 

207,621 

Total 

$577,565 

$586,869 

,971,527 

EMPLOYMENT  POLICY  DIVISION 


Actual 

Appropriated 

-  -  -  Current 

Level  -  -  ■ 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1988 

1989 

1990 

1991 

Budget  Item 

1988 

1989 

1990 

1991 

F.T.E. 

43.50 

41.00 

41.00 

41.00 

Personal  Services 

$1 

,150,797 

$1,063,076 

$1,163,286 

$1,167,230 

Operating  Expenses 

750,095 

1,107,999 

844,984 

848,693 

Equipment 

— 

60,018 

15,000 

42,570 

42,570 

Total  Expenditures 

$1 

,960,910 

$2,186,075 

========== 

$2,050,840 

$2,058,493 

Fund  Sources 

General  Fund 

$ 

19,568 

$    -0- 

$    -0- 

$    -0- 

Federal  Revenue 

_1 

,941,342 

2,186,075 

2,050,840 

2,058,493 

Total  Funds 

$1 

,960,910 

$2,186,075 

$2,050,840 

$2,058,493 

V.   Change 

1989-91 

Biennium 


5.27 
18.85) 
13.49 


(100.00) 
(0.44) 


Program  Description 

The  Employment  Policy  Division  provides  overall  employment  and  training 
policy  and  planning  functions  for  the  Department  of  Labor  and  Industry.  The 
division  consists  of:  1)  Apprenticeship  and  Training,  which  administers  the 
apprenticeship  program;  2)  staff  for  the  Job  Training  Partnership  Act  (JTPA) 
and    other    state    funded   job    training    programs;    and    3)    Research   and   Analysis, 
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which  develops  data  and  statistics  related  to  employment,  conducts  surveys  and 
studies  with  contracting  agencies  and  charts  employment  trends  in  the  state,  and 
administers  the  Montana  Career  Information  System  (MCIS)  and  the  State 
Occupational  Information  Coordinating  Committee  (SOICC). 

The  Emplojnnent  Policy  Division  includes  all  prevailing  wage  study  expenses. 
This  study  is  conducted  by  the  Investigations  Bureau  of  the  Employment  Relations 
Division  to  determine  prevailing  wage  rates.  The  prevailing  wage  data  is 
required  to  assure  compliance  with  prevailing  wage  laws. 

Budget 

Fiscal  1988  personal  services  expenses  include  2.50  FTE  that  were 
transferred  to  the  division  from  the  Job  Service  Division.  These  positions  are 
not  included  in  the  current  level  budget. 

The  personal  services  budget  for  the  1991  biennium  represents  a  continuation 
of  the  level  appropriated  for  fiscal  1989.  The  budget  includes  a  2.4  percent 
vacancy  savings  factor,  which  is  supported  by  the  division's  actual  experience  in 
fiscal  1988. 

Significant  changes  in  the  operating  budget  include:  1)  a  $5,838  increase  in 
education  and  training  to  provide  training  to  program  operations;  2)  a  $8,080 
increase  in  printing  costs;  3)  a  $12,251  increase  in  long  distance  charges  to  allow 
data  transmission  from  program  operators;  4)  an  $11,482  increase  in  in-state 
travel  costs  for  the  Apprenticeship  Advisory  Council;  5)  a  $6,720  increase  in 
maintenance  contracts  for  recently  purchased  equipment;  and  6)  a  $49,211 
increase  in  Indirect  assessments. 

The  equipment  budget  provides  for  the  cost  of  single  user  computers  and 
software.  The  equipment  budget  is  comparable  to  the  level  appropriated  for  the 
1989  biennium. 

Funding 

Apprenticeship  and  Training  -  The  Apprenticeship  and  Training  Bureau  is 
funded  by  unemployment  insurance  penalty  and  interest  funds. 

Research  and  Analysis  -  This  bureau  is  funded  by  other  programs  within  the 
Department  of  Labor  and  Industry  according  to  their  degree  of  usage. 

JTPA  Staff  -  All  JTPA  functions  are  supported  with  JTPA  funds. 
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HUMAN 

RIGHTS 

COMMISSION 

Actual               i 

(Appropriated 

-   -   -  Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 
F.T.E. 

1988 

1989 

1990 

1991 

Biennium 

10.50 

9.00 

9.00 

9.00 

(1.50) 

Personal  Services 

$256,073 

$235,903 

$237,408 

$237,533 

(3.46) 

Operating   Expenses 

92,085 

73,474 

82,996 

80,456 

(1.27) 

Equipment 

Total  Operating   Costs 

955 
$349,115 

-0- 

556 
$320,960 

-0- 

(41.78) 

$309,377 

$517,989 

(2.97) 

Hon-Operating  Costs 

-0- 

-0- 

-0- 

-0- 

0.00 

Total   Expenditures 

$349,113 

$309,377 

$320,960 
======== 

$317,989 

======== 

__L?i?ZJ 

Fund  Sources 

General   Fund 

$216,044 

$213,377 

$224,960 

$221,989 

(4.08) 

Federal   Revenue 

133,069 

96,000 

96,000 

96,000 

(16.18) 

Total  Funds 

$349,113 

$309,377 

$520,960 

$317,989 

(2.97) 

Program  Description 

The  Human  Rights  Commission  is  charged  with  enforcement  of  state  and 
federal  laws  designed  to  eliminate  discrimination  in  the  areas  of  employment, 
public  accommodations,  housing,  financing  and  credit  transactions,  education,  and 
government  services. 

Budget 

Fiscal  1988  personal  services  expenses  include  1.50  FTE  funded  by  budget 
amendment  which  is  not  part  of  base  level  operations.  The  personal  services 
budget  for  the  1991  biennium  represents  a  continuation  of  current  level  staffing, 
and  includes  a  4  percent  vacancy  savings  factor. 

The  operating  budget  represents  a  continuation  of  current  level  services. 
Fiscal  year  1988  operating  expenses  include  $11,340  of  costs  which  were  funded 
by  a  Fair  Housing  Assistance  grant  and  authorized  through  a  budget  amendment. 
These  costs  are  not  included  in  the  current  level  budget. 

Funding 

All  cases  heard  by  the  commission  fall  under  state  law  and,  therefore,  are 
eligible  to  be  funded  with  general  fund.  However,  in  some  instances,  the  cases 
are  also  covered  by  federal  law.  In  this  event,  the  commission  is  entitled  to  a 
reimbursement  from  either  the  Equal  Employment  Opportunity  Commission  (EEOC) 
or  the  federal  Department  of  Housing  and  Urban  Development  (HUD). 
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Fiscal  1988  costs  include  approximately  $40,000  of  expenses  funded  by  a 
federal  Housing  and  Labor  Development  grant  to  investigate  housing  discrimination 
complaints,  and  are  appropriated  by  budget  amendment.  These  expenses  and 
associated  federal  funding  are  not  included  in  the  current  level  budget. 


JOB  TRAINING  PARTNERSHIP  ACT 


Actual 

Appropriated 

Fiscal 

Fiscal 

Budget  Item 

1988 

1989 

F.T.E. 

0.00 

0.00 

Total  Expenditures 

$8,037,017 

$9,119,568 

========== 

Fund  Sources 

General  Fund 

$   236,515 

$   552,9^6 

Federal  Revenue 

7,800,702 

8,766,622 

Total  Funds 

$8,057,017 

$9,119,568 

-  -  -  Current  Level  -  -  - 

Fiscal  Fiscal 

1990  1991 

0.00  0.00 

$10,285,778  $11,285,550 


$    165,000 
10,120,778 


$10,285,778 


v.   Change 

1989-91 

Biennium 


$    165,000 
11,120,550 


Program  Description 

The  Job  Training  Partnership  Act  (JTPA)  passes  through  federal  JTPA 
funds  to  the  Department  of  Labor  and  Industry,  state  agencies,  and  non- state 
organizations  that  provide  training  to  help  individuals  enter  or  re-enter  the  work 
force . 

Budget 

The  budget  represents  anticipated  available  levels  of  JTPA  funding. 

Funding 

The  general  fund  supports  the  Displaced  Homemakers  and  New  Horizons 
Programs.  An  amount  equivalent  to  $40  of  the  $100  marriage  dissolution  fee  goes 
to  the  general  fund  to  support  these  programs.  Revenues  from  these  sources 
were  about  $165,000  in  fiscal  1988  and  the  programs  were  funded  at  that  level  for 
the  1991  biennium.  The  federal  funds  are  Job  Training  Partnership  Act  grants. 
Some  of  the  Job  Training  Partnership  Act  funds  require  a  state  match,  but  these 
requirements  are  satisfied  with  existing  state  support  of  related  programs. 
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GENERAL  ASSISTANCE  TRAINING  PROGRAM 

Actual      Appropriated  _  -  -  Current  Level  -  -  -  '/.   Change 

Fiscal         Fiscal  Fiscal  Fiscal  1989-91 

1988          1989  1990  1991  Biennium 

25.30           17.50  25.30  25.50  0.00 

$  503,806     $   572,050  $  517, 'fl9  $  518,109  18.23 

210,605        323,751  206,230  205,7't8  (22.90) 
m          -0-  -0-  -0-  1100.00) 

$   71'i,525      $   695,801  $   723,6'i9  $   723,857  2.6'» 

858,200        731,832  858,200  858,200  7.95 

fi '5Z?iZ?§        tli'lllitll  ?li5§li§5?  ?li5§?i95Z  __.5i*§. 

$  781,011     $1,427,655  $   790,925  $  791,029  (28.57) 

791, 71»          -0-  790,92<»  791,028  99.81 

?li§I?iZ?§         tli'tll'All  ?U5?li?*?  ?li5§?i?§Z  ___5i^5= 

Fiscal  1990 Fiscal  1991 

General  Fund       Other  Funds  General  Fund      Other  Funds 


Budget  Item 

F.T.E. 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Fund  Sources 

General  Fund 
Federal  Revenue 

Total  Funds 


Elimination  of  GA 
Training  Program 


$(790,925) 


$(  790,92'*) 


$(791,029) 


$(791,028) 


Program  Description 

The  Department  of  Labor  and  Industry  is  the  administering  and  evaluating 
agency  of  the  General  Assistance  Training  Program.  This  program  provides  job 
training  and  job  search  assistance  to  persons  receiving  general  assistance. 


Budget 

The  personal  services  budget  represents  an  increase  of  7.80  FTE  from  the 
fiscal  1989  appropriated  level,  which  are  positions  associated  with  the  job  search 
function  that  were  transferred  from  the  Job  Service  Division  in  fiscal  1988.  The 
budget  includes  a  4  percent  vacancy  savings  factor. 


The  operating  budget  represents  a  continuation  of  current  level  services. 


Funding 


The  program  is  funded  by  50  percent  general  fund  and  50  percent  federal 

^R    and    rpimVuirspinpnts 


grants  and  reimbursements. 
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ISSUE  1:     ELIMINATION  OF  GENERAL  ASSISTANCE  TRAINING  PROGRAM 

The  General  Assistance  Training  Program  was  established  in  accordance  with 
state  laws  which  require  all  persons  receiving  general  assistance  to  attend  classes 
designed  to  improve  their  employment  possibilities  and  to  engage  in  structured  job 
search.  Failure  to  participate  in  the  programs  means  the  loss  of  eligibility  for  all 
or  a  portion  of  general  assistance  benefits.  In  each  of  the  12  counties  whose 
general  assistance  program  has  been  assumed  by  the  state,  the  training  is 
provided  by  local  job  service  offices,  as  well  as  by  county  governments  and  other 
organizations,  such  as  Human  Resource  Development  Councils  (HRDCs)  and  the 
AFL-CIO. 

Program  Participation 

Participation  in  the  program  is  summarized  in  Table  7.  As  shown,  in  fiscal 
1988  the  program  served  3,775  persons  at  an  average  cost  of  $287  per 
participant. 

Table  7 
General  Assistance  Training  Program  Participation  and  Costs 

Number  Total  Cost  Per 

Year  Served  Cost  Enrollment 

1987  3,217  $1,035,874  $322 

1988  3,775  1,083,425  287 


A  March  1988  report  on  the  Project  Work  Program  by  the  Office  of  the 
Legislative  Auditor  addressed  the  success  of  the  program  by: 

1.  Developing  an   initial  placement  rate   --   34  percent  of  participants  were 
placed  in  jobs  when  they  terminated  the  program. 

2.  Determining  durations  of  job  placements  --  as  of  January  31,   1988  of  the 
participants  who  fovind  jobs  between  October  1,   1986  and  January  31,  1988: 

-  17  percent  were  stUl  working; 

-  52  percent  were  no  longer  employed;  and 

-  31  percent  could  not  be  contacted 

3.  Reviewing   job   quality    --    the   average   wage   for   those   participants   still 
working  was  $4.62  per  hour. 

To  determine  if  the  program  effectively  reduced  the  general  assistance 
caseload,  the  auditors  measured  whether  program  participants  stayed  off  general 
assistance  programs  longer  than  non- participants.  As  shown  in  Table  8,  the 
auditors  found  no  significant  difference  in  the  amount  of  time  the  participant  and 
non -participant  were  off  general  assistance. 
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Table  8* 

Months  Off  General  Assistance  Program 

Training  Program  Participants  Compared  to  Non- Participants 

Average  Months  Off 
Type  of  G.A.   Recipients  General  Assistance 

In  Training  Program  5.3 

Not  in  Training  Program  6.1 

Year  Prior  to  Implementation  of 

Training  Program  5.6 


*Data  from  Legislative  Audit  Report  88  P-35 


The  auditor's  report  concluded  that  the  program  does  not  result  in  general 
assistance  cost  savings  when  compared  to  the  cost  of  the  program. 

Similar  findings  were  reported  in  a  June  15,  1988  report  by  the  Legislative 
Fiscal  Analyst.  This  report,  based  on  February  1988  General  Assistance  survey 
data,  found  that  participation  in  training  programs  did  not  appear  to  have  a 
significant  impact  on  a  recipient's  length  of  stay  on  the  General  Assistance 
Program. 

Option  A:  Eliminate  the  General  Assistance  Training  Program  at  a  general 
fund  savings  of  $790,925  and  $791,029  in  fiscal  1990  and  1991 
respectively . 


Option  B:      Fund  the  General  Assistance  Training  Program. 
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DIVISION  OF  WORKERS'   COMPENSATION 
COMPARISON  OF  EXECUTIVE  BUDGET  AND  LFA  CURRENT 

LEVEL 

FTE 
Fiscal  1991 

------  Biennium  ------ 

General  Fund                 Total  Funds 

Executive  Budget                                   233.75 
LFA  Current  Level                                203.25 

$      89,841 
1.066.139 

$43,325,563 
16.986.895 

Executive  Over  (Under)  LFA             MM 

Linhmi 

|2ii33§,ii§ 

The  major  differences  between  the  LFA  current  level  budget  and  the 
executive  budget  are:  1)  the  executive  budget  is  $136,666  greater  because  a 
lower  vacancy  savings  factor  was  used  in  the  executive  budget;  2)  the  executive 
budget  includes  $60,000  of  legal  and  court  costs  that  are  not  in  the  LFA  current 
level  budget;  3)  the  executive  budget  includes  $159,955  of  computer  system 
development  costs  that  were  excluded  from  LFA  current  level;  4)  the  executive 
budget  includes  $23,856,782  for  the  payroll  tax  which  is  a  statutory  appropriation 
and  is  not  included  in  LFA  current  level;  5)  the  executive  budget  funds  the 
payment  of  $976,298  of  silicosis  benefits  with  Resource  Indemnity  Trust  funds 
while  LFA  current  level  funds  them  with  general  fund;  £uid  6)  the  executive 
budget  includes  six  budget  modifications  which  add  30.50  FTE  and  $2,124,025. 

ISSUE  1:     VACANCY  SAVINGS 

The  executive  has  used  a  2  percent  vacancy  savings  factor  in  most  programs 
compared  to  a  4  percent  factor  used  in  LFA  current  level.  As  a  result,  the 
executive  budget  is  $136,666  greater  than  LFA  current  level. 

ISSUE  2:     LEGAL  FEES 

The  agency  requested  increased  legal  fees  and  court  costs  in  the  division's 
Administration  Program  to  establish  a  fraud  investigation  unit.  LFA  current  level 
for  legal  fees  is  set  at  the  fiscal  1988  level  of  $10,992  for  fiscal  1990  and  1991. 
The  executive  budget  includes  $40,992  for  legal  fees  and  court  costs  for  fiscal 
1990  and  1991.  For  the  total  1991  biennium  the  executive  budget  costs  exceed 
LFA  current  level  by  $60,000. 

ISSUE  3:     COMPUTER  SYSTEM  DEVELOPMENT  COSTS 

The  1987  legislature  approved  a  modified  request  to  include  $181,000  in  the 
fiscal  1988  budget  for  the  division's  Administration  Program  to  complete 
development  of  the  computer  system.  LFA  current  level  for  the  1991  biennium 
does  not  include  any  funding  for  further  system  development,  while  the  executive 
budget  includes  $159,955. 
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ISSUE  4:     PAYROLL  TAX 

The  executive  budget  includes  $23,856,782  for  transfer  of  the  0.3  percent 
payroll  tax  paid  by  employers  from  September  30,  1987  to  June  30,  1991.  This 
transfer  is  statutorily  appropriated  and  is  therefore  not  included  in  LFA  current 
level . 


ISSUE  5:     FUNDING  OF  SILICOSIS  BENEFITS 

The  executive  budget  includes  $976,298  for  the  silicosis  benefits  program  and 
funds  this  program  with  Resource  Indemnity  Trust  interest.  The  LFA  current 
level  budget  includes  the  same  amount  for  this  program,  but  funds  it  with  general 
funds.     See  discussion  under  "Resource  Indemnity  Trust  Interest  Expenditures." 


ISSUE  6:     BUDGET  MODIFICATIONS 


The  executive  budget  includes  six  budget  modifications, 
would  add  30.50  FTE  and  $2,124,025  to  the  division  budget, 
the  proposed  modifications. 


These  modifications 
Table  A  summarizes 


Table  A 
Workers'  Compensation  Budget  Modifications 


Modification  FTE 

Legal  Secretary 

Payroll  Tax  Admin. 

Computer  Development 

HB  373  Extension 

Medical  Review  Unit 

Office  Relocation  

Total  Budget  Mod.         30^50 


Fiscal  1990 Fiscal  1991 

General  General 

Fund  Total  Fund  Total 


1.00 

$  -0- 

1.50 

-0- 

1.00 

-0- 

22.00 

-0- 

5.00 

-0- 

0.00 

-0- 

$_iQ: 


18,097 

62,912 

444,135 

479,462 

123.509 


$1,227,804 


$_zQ: 


$  18,109 

61,896 

165,272 

474,065 

101,890 

74.989 

$896,221 


The  legal  secretary  modification  will  provide  a  legal  secretary  for  the 
division's  Legal  Office. 

The  payroll  tax  FTE  is  requested  to  process  the  quarterly  returns  on  the 
0.3  percent  payroll  tax  imposed  by  the  1987  legislature.  These  FTE  would  be  for 
the  1991  biennium  only. 

The  computer  development  modifications  provide  for  continued  development  of 
data  processing  systems  in  the  Administration  Program. 

The  House  Bill  373  modification  recommends  that  the  22.00  FTE  added 
through  House  Bill  373  be  continued  into  the  1991  biennium. 
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The   medical  unit  modification   will   establish  a  medical   only  unit   responsible 
for  reviewing  and  approving  minor  medical  bills  relating  to  an  injury. 

The  office   relocation  modification  provides  for  expenses  associated  with   the 
rental  of  additional  space. 
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DIVISION 

OF  WORKERS' 

COMPENSATION 

Actual 

Appropriated 

-   -   -   Current 

Level   

■/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

213.82 

204.25 

203.25 

203.25 

(10.57) 

Personal  Services 

$4,696,473 

$4,589,308 

$4,506,179 

$4,516,157 

(2.84) 

Operating  Expenses 

2,991,422 

2,937,285 

2,860,503 

2,888,536 

(3.03) 

Equipment 

304,161 

127,540 

178,669 

113,428 

(32.34) 

Total  Operating  Costs 

$7,992,056 

$7,654,133 

$7,545,351 

$7,518,121 

(3.72) 

Non-Operating  Costs 

809,851 

1,029,921 

969,258 

954,165 

4.55 

Total  Expenditures 

$8,801,887 

$8,684,054 

$8,514,609 

$8,472,286 

JlIAW 

Fund  Sources 

General  Fund 

$        52,446 

$        64,583 

$     541,792 

$     524,347 

811.00 

State  Special 

8,630,158 

8,494,595 

7,837,929 

7,812,748 

(8.61) 

Federal   Revenue 

119,283 
$8,801,887 

124,876 
$8,684,054 

134,888 

135,191 
$8,472,286 

10.62 

Total  Funds 

$8,514,609 

-L?l??2 

Program  Description 

The  Division  of  Workers'  Compensation  is  responsible  for  several  laws 
relating  to  Montana's  workers.  The  division  administers  the  state  workers' 
compensation  insurance  plan,  monitors  private  workers'  compensation  insurance 
carriers  and  self- insured  entities,  assists  businesses  and  individuals  with 
information  concerning  the  state  workers'  compensation  statutes  and  claims,  and 
conducts  safety  reviews.  The  division  consists  of  four  bureaus:  1) 
Administration,  2)  State  Insurance  Fund,  3)  Insurance  Compliance,  and  4)  Safety 
and  Health. 

Budget 

In  general,  the  budget  presented  represents  a  continuation  of  the  level  of 
effoit  approved  by  the  legislature  for  the  1989  biennium.  A  more  detailed 
discussion  of  budget  issues  is  included  in  the  discussion  of  each  bureau. 

Funding 

General  fund  supports  the  cost  of  social  security  offset  and  silicosis 
payments  made  by  the  Insurance  Compliance  Bureau.  State  special  revenue 
consists  of  premium  income  from  the  workers'  compensation  insurance  fund  which 
funds  most  of  the  operational  costs  of  the  division.  Federal  funds  consist  of 
Occupational  Safety  and  Health  Administration  support  for  on-site  evaluation 
programs  and  coal  mine  safety. 
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ADMINISTRATION 

PROGRAM 

Actual 

Appropriated 

Current 

Level   

v.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

41.00 

39.50 

39.00 

39.00 

(2.00) 

Personal  Services 

S      977,552 

$      928,228 

$      922,040 

$      923,922 

(3.14) 

Operating  Expenses 

703,183 

536,175 

590,312 

548,108 

(8.14) 

Equipment 

26,ZZ8 

42,393 

65,886 

30,369 

40.27 

Total  Operating   Costs 

$1,706,963 

$1,506,796 

$1,578,238 

$1,502,399 

(4.14) 

Non-Operating   Costs 

231,385 

431,338 

439,815 

441,165 

32.93 

Total   Expenditures 

$1,93§,348 

$1,938,134 

========== 

$2,018,053 

========== 

$1,943,564 
========== 

_2^20_ 

Fund  Sources 

State  Special 

$1,909,824 

$1,905,065 

$1,984,829 

$1,910,326 

2.10 

Federal   Revenue 

28,524 

33,069 

33,224 

33,238 

7.91 

Total  Funds 

$1,938,348 

$1,938,134 

========== 

$2,018,053 

$1,943,564 

_2^20_ 

Program  Description 

The  Administration  Program  is  responsible  for  overall  management  and 
support  services  of  the  division. 

Budget 

The  personal  services  budget  represents  a  decrease  of  0.5  FTE  from  the 
level  approved  by  the  legislature  for  the  1989  biennium.  A  0.5  FTE  is 
transferred  from  the  division's  Safety  and  Health  Bureau  and  1.0  FTE  that  was 
approved  for  the  1989  biennium  only  is  eliminated.  The  41.0  FTE  in  the  fiscal 
1988  actual  also  includes  the  0.5  FTE  transferred  from  the  Safety  and  Health 
Bureau  and  1.0  FTE  that  was  transferred  to  the  Administration  Program  from  the 
State  Fund  for  the  1989  biennium  only.  The  personal  services  budget  includes  a 
4  percent  vacancy  savings  allowance. 

Fiscal  1988  operating  expenses  include  $174,125  of  one-time  system 
development  costs.  The  increase  in  the  fiscal  year  1990  operating  expenses 
budget  is  the  net  result  of:  1)  a  $15,446  increase  in  janitorial  services  which 
resulted  from  an  increase  in  the  janitorial  contract  for  the  Workers'  Compensation 
building;  2)  a  $29,813  increase  in  legislative  audit  fees  as  only  $11,429  of  the 
biennial  audit  appropriation  was  expended  in  fiscal  1988  (the  remaining  $30,156  of 
the  biennial  audit  appropriation  will  be  carried  forward  to  fiscal  1989);  3)  a 
$12,635  reduction  in  printing  costs;  4)  a  $10,283  reduction  in  postage  costs;  5)  a 
$5,854  increase  in  photocopy  equipment  which  represents  the  additional  cost  of 
renting  a  copy  machine  large  enough  to  handle  the  current  volume  of  work;  6)  a 
$23,349  increase  in  maintenance  contracts  for  equipment  which  represents  the 
additional    costs    associated    with    recently    purchased    data    processing    equipment; 
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and  7)  a  $10,397  increase  in  administrative  charges  paid  to  the  Centralized 
Services  Division  of  the  Department  of  Labor.  The  reduction  from  fiscal  1990  to 
1991  is  the  result  of  the  $41,242  for  legislative  audit  which  is  included  in  fiscal 
1990  only. 

Non-operating  expenses  consist  of  debt  service  payments  for  the  workers' 
compensation  building.  Prior  to  fiscal  1989,  part  of  the  building  payment  was 
made  with  interest  earned  from  the  building  account. 

Equipment  expenses  consist  primarily  of  data  processing  equipment. 

Funding 

State  special  revenue  consists  of  premium  income  from  the  workers' 
compensation  insurance  fvmd.  Federal  revenue  is  grant  money  from  the  federal 
Occupational  Safety  and  Health  Administration. 


STATE  INSURANCE  FUND 

Actual 

Appropriated 

Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

106.57 

98.00 

98.00 

98.00 

(8.57) 

Personal  Services 

$2,198,<t52 

$2,09*1,781 

$2,072,738 

$2,077,201 

(3.34) 

Operating  Expenses 

1,767,396 

1,803,665 

1,735,762 

1,816,475 

(0.53) 

Equipment 

196,175 

56,550 

47,152 

43,771 

(64.02) 

Total  Expenditures 

$4,162,023 

$3,95<*,996 

=========r 

$3,855,652 

$3,937,447 

.ll:.ttl 

Fund  Sources 

State  Special 

$^,162,023 

$3,95^,996 

-  Fiscal  1990 
Fund       Otl 

?ll§§5l65? 

$3,937,447 

Fiscal 

neral  Fund 

1991 
5i 

.L5i??i 

ISSUES 

General 

her 

Funds 

Ge 

ther  Funds 

1.  Houf^e  Bill  573 

$ 

-0- 

$ 

-0- 

$  -0- 

$  -0- 

Program  Description 

The  State  Fund  administers  the  state  workers'  compensation  insurance  fund. 
It  enrolls  employers  requesting  coverage  and  pays  wage  loss  and  medical  benefits 
according  to  state  law. 

Budget 

In  1987  the  legislature  passed  House  Bill  373  which  provided  that  the 
staffing  level   of  certain   functions  would  be   determined   by   the   actual  workload. 
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Based  on  workload  increases  in  fiscal  1988,  operating  plans  were  approved  to 
increase  authorized  FTE  by  8.57,  personal  service  spending  authority  by 
$230,403,  and  related  operating  expense  spending  authority  by  $51,724.  There 
were  delays  in  filling  some  of  the  added  positions,  and  $73,000  in  unused 
personnel  costs  were  transferred  to  operating  expenses.  Actual  fiscal  1988 
expenses  related  to  House  Bill  373  authorizations  were  $140,774  in  personal 
service  expenses  and  $114,678  in  operating  expenses.  These  expenses  are  not 
included  as  part  of  the  current  level  base. 

The  personal  services  budget  represents  a  continuation  of  the  same  staffing 
level  approved  by  the  legislature  for  the  1989  biennium.  The  personal  services 
budget  includes  a  3.4  percent  vacancy  savings  allowance,  which  is  supported  by 
actual  vacancies  experienced  in  fiscal  1988. 

Fiscal  1988  operating  expense  includes  $113,611  of  costs  not  related  to  base 
level  operations,  leaving  an  adjusted  base  of  $1,654,735.  The  operating  expenses 
budget  for  fiscal  1990  includes  the  following  increases:  1)  $86,904  in  consultant 
and  professional  services,  which  represents  anticipated  increases  in  the  cost  of 
professional  insurance  rating  services;  2)  $42,851  in  insurance  and  bonds,  which 
represents  increases  in  premiums  for  the  current  level  of  catastrophic  insurance 
coverage;  3)  $15,565  in  audit  fees,  which  represents  increases  in  the  cost  of 
Department  of  Labor's  audit  bureau;  4)  $7,969  in  postage,  which  results  from 
increased  postage  rates;  and  5)  $5,147  in  equipment  maintenance,  which  repre- 
sents the  additional  costs  associated  with  recently  purchased  equipment.  These 
increases  were  offset  by  a  $78,087  decrease  in  the  cost  of  providing  base  level 
data  processing  services. 

Equipment  expenses  consist  of  automobiles,  data  processing  equipment,  and 
office  equipment.  The  agency's  request  was  reduced  by  $36,591  to  be  consistent 
with  the  division's  average  equipment  expenses  in  fiscal  years  1986  through  1988. 

Funding 

Funding  is  provided  by  the  state  workers'  compensation  insurance  funds, 
which  are  derived  from  premiums,  investment  earnings,  assessments  on  employers, 
and  other  income. 


ISSUE  1:     HOUSE  BILL  373 

In  1987  the  legislature  passed  House  Bill  373  authorizing  the  Division  of 
Workors'  Compensation  to  employ  necessary  staff  to  ensure  processing  of  aU  claims 
for  compensation  within  14  days  after  initial  acceptance  of  liability  for  a  claim. 
This  law  provided  that  the  division  should  implement  staffing  patterns  that  are 
supported  by  the  following  workload  indicators: 

1)  the  number  of  open  claims  per  examiner  may  not  be  less  than  300; 

2)  there  may  not  be  more  than  two  support  staff  for  each  claims  examiner; 
and 

3)  there  may  not  be  more  than  1.4  FTE  for  administrative  and  underwriting 
staff  per  1,000  policyholders. 
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To  implement  the  provisions  of  this  law,  whenever  increases  or  decreases  of 
staff  are  necessary  the  division  administrator  must  submit  a  revised  operational 
plan  to  the  budget  office  for  review  and  approval  and  to  the  Legislative  Finance 
Committee  for  review.  In  fiscal  1988,  two  revised  operational  plans  were 
submitted  under  the  provisions  of  this  law.  The  additional  spending  authority 
is  summarized  in  Table  1. 


Table  1 

Increases  in  Fiscal  1988  Spending  Authority  Approved  in 

Accordance  with  the  Provisions  of  House  BiU  373 


Budget  Item 

Personal  Services 
Operating  Expenses 
Equipment 

Total 


11/25/87 

$174,207 
27,788 
64.050 

$266^045 


4/27/88 

$  56,196 
23,936 
23.700 

$103^832 


Total 

$230,403 
51,724 
87.750 

$369^877 


The  increased  spending  authority  in  operating  expenses  and  equipment 
categories  relates  to  expenses  to  support  the  increased  staffing  levels. 

In  June  1988,  the  division  submitted  a  revised  operational  plan  to  move 
$73,000  from  personal  services  to  contracted  services  to  cover  excess  computer 
costs.  The  division  stated  that  delays  in  filling  the  positions  authorized  under 
House  Bill  373  operating  plans  resulted  in  personal  services  expenditures  being 
less  than  originally  budgeted. 

Spending  authority  granted  under  provisions  of  House  Bill  373  was  used  to 
pay  excess  computer  development  expenses  even  though  House  Bill  373  only 
provides  for  increases  in  staffing  when  needed  to  meet  claims  processing  goals. 

The  legislature  may  wish  to  increase  legislative  control  over  the  Division  of 
Workers'  Compensation  interim  funding  changes. 

Option  A;    Repeal  House  Bill  373. 

Option  B:  Include  language  in  the  General  Appropriations  Act  which  specifies 
that  any  increases  in  workers'  compensation  spending  authority 
granted  under  the  provisions  of  House  Bill  373  be  limited  to  those 
expenses  directly  related  to  increases  in  workload. 


Option  C:    Take  no  action. 
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INSURANCE  COMPLIANCE 


Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
«.75 

1989 

1990 
41.75 

1991 
41.75 

Biennium 

F.T.E. 

'H.75 

0.00 

Personal  Services 

$   846,700 

$ 

883,395 

$  865,738 

$ 

867,069 

0.16 

Operating  Expenses 

562,107 

^\'t,60B 

371,696 

359,657 

(5.84) 

Equipment 

58,210 

_ 

4,100 

6,207 

2,619 

(85.84) 

Total  Operating  Costs 
Non-Operating  Costs 


$1,267,017 
578,446 


$1,302,103 
598,583 


$1,243,641 
529,445 


$1,229,345 
513,000 


(5.74) 
(11.43) 


Total  Expenditures 
Fund  Sources 


$1,845,463     $1,900,686 


$1,773,084 


$1,742,345 


General  Fund 
State  Special 


$   52,446 
1,793,017 


$    64,585 
1,836,103 


$   541,792 
1,231,292 


$  524,347 
1,217,998 


811.00 
(32.51) 


Total  Funds 


$1,900,686 


$1,742,345 


Program  Description 

Insurance  Compliance  assists  claimants,  insurance  adjusters  and  carriers, 
employers,  attorneys,  and  medical  providers  in  interpreting  and  complying  with 
the  workers'  compensation  and  occupational  disease  acts.  The  division  monitors 
the  adequacy  of  coverage  and  payment  to  injured  workers  by  private  insurers. 

Budget 

The  personal  services  budget  represents  a  continuation  of  the  same  staffing 
level  approved  by  the  legislature  for  the  1989  biennium  and  includes  a  4  percent 
vacancy  savings  allowance. 

Operating  expenses  increased  slightly  over  the  fiscal  1988  level.  The  most 
significant  increases  are:  1)  $15,130  for  Department  of  Labor  audit  fees;  2) 
$6,525  for  printing  routinely  used  forms;  3)  $8,040  for  adding  a  third  WATS  line; 
and  4)  $3,067  for  maintenance  contracts  which  represents  the  additional  cost 
associated  with  recently  purchased  equipment.  These  increases  were  offset  by  a 
$20,693  decrease  in  the  cost  of  providing  base  level  data  processing  services. 

Non- operating  expenses  are  for:  1)  social  security  offset  payments  and  2) 
silicosis  benefits  paid  to  those  persons  who  contracted  the  disease  on  the  job 
prior  to  1959  and  to  widows  of  silicotics.  The  social  security  offset  payments  are 
made  to  those  persons  adversely  affected  by  a  1974  law  offsetting  payments  from 
the  division  for  any  social  security  payments  received  for  the  same  purpose.  The 
following  table  summarizes  the  level  of  payments  in  these  programs. 
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Table  2 
Non-Operating  Expenses 

Social  Security 
Offset 

Silicosis 
Benefits* 

Fiscal  1988  Actual 
Fiscal  1989  Authorized 
Fiscal  1990  Budget 
Fiscal  1991  Budget 

$52,446 
64,583 
45,843 
44,000 

$538,391 
545,846 
495,949 
480,347 

♦Includes  administrative  costs, 

Funding 

General  fund  provides  funds  for  social  security  offsets,  silicosis  benefit 
payments,  and  administration.  The  silicosis  benefit  payments  were  funded  by 
state  special  revenue  (Resource  Indemnity  Trust  funds)  in  the  1987  biennium. 
State  special  revenue  consists  of  premium  income  from  the  workers'  compensation 
insurance  fund. 


SAFETY 

AND  HEALTH 

BUREAU 

Actual 

Appropriated 

-   -   -   Current 

Level    

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

Z'f.BO 

25.00 

24.50 

24.50 

0.00 

Personal   Services 

$673,769 

$682,904 

$645,663 

$647,965 

(4.65) 

Operating   Expenses 

158,736 

182,837 

162,733 

164,296 

(4.26  1 

Equipment 

23,5^8 

2'»,497 

59,424 

36,669 

100.01 

Total   Expenditures 

$856,053 

$890,238 

======== 

$867,820 

$848,930 

======== 

-W-AV. 

Fund  Sources 

Sta«o  Special 

$765,294 

$798, «1 

$766,156 

$746,977 

(  3 . 24  ) 

Federal   Revenue 

90,759 

91,807 

101,664 

101,953 

11.53 

Total  Funds 

!§§6i9§? 

????i258 

$867,820 

$848,930 
======== 

_£1^69J 

Program  Description 

The    Safety   and   Health   Bureau   is    responsible   for   administering   the   state's 
industrial  safety  laws. 
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Budget 


The  personal  services  budget  represents  a  decrease  of  0.5  FTE  from  the 
level  approved  by  the  legislature  for  fiscal  1989.  This  FTE  was  transferred  to 
the  Workers'  Compensation  Administration  program.  The  personal  services  budget 
includes  a  2.4  percent  vacancy  savings  allowance  which  is  supported  by  actual 
fiscal  1988  vacancy  experience. 

Operating  expenses  are  approximately  $5,000  above  fiscal  year  1988.  This  is 
the  cumulative  result  of  small  increases  in:  1)  consulting  and  professional 
services,  2)  insurance  and  bonds,  3)  printing,  and  4)  maintenance  contracts. 

Eqmpment  expenses  increase  in  both  fiscal  1990  and  1991,  primarily  as  a 
result  of  replacement  of  division  owned  automobiles.  The  agency's  request  was 
reduced  by  $36,591  to  be  consistent  with  the  division's  average  equipment 
expenses  in  fiscal  years  1986  through  1988. 

Funding 

State  special  revenue  consists  of  premium  income  from  the  workers' 
compensation  insurance  fund.  Federal  revenue  is  from  coal  mine  safety  funds 
which  fund:  1)  one  position  used  to  provide  safety  training  for  coal  mine 
operations  and  2)  those  efforts  of  the  loss  control  staff  associated  with 
consultations  concerning  federal  safety  requirements. 
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FTE  -...-.  Biennium  -----  - 

Fiscal  1991  General  Fund  Total  Funds 

Executive  Budget  797.49  $162,608,043  $615,869,084 

LFA  Current  Level  748.57  155.586.261  573.218.688 

Executive  Over  (Under)  LFA  .48^92  $__7^Q2U782  $_42^650^396 


As  shown  in  the  above  table,  the  executive  budget  includes  $42.7  million 
more  total  funds  for  the  1991  biennium  than  included  in  current  level.  Total 
funds  for  the  executive  request  are  $62.9  million  over  the  fiscal  1988  actual 
expenditures  and  fiscal  1989  appropriated  level,  or  an  increase  of  11.9  percent 
between  bienniums.  Total  LFA  current  level  funding  is  $24.4  million  over  the 
1989  biennium  level,   or  an  increase  of  4.5  percent  between  bienniums. 

Major  areas  of  increase  in  the  executive  budget  include:  1)  $21.4  million  for 
increases  directly  related  to  changes  in  federal  laws  regarding  various  welfare 
programs;  2)  $12.3  million  included  for  rate  increases  paid  to  service  providers; 
3)  $3.4  million  to  continue  programs  and  services  begun  during  the  1989  biennium 
as  budget  amendments;  4)  $3.5  million  to  continue  the  development  and  implement- 
ation of  the  computerization  of  local  welfare  offices;  5)  $2.3  million  in  additional 
funds  for  the  Vocational  Rehabilitation  Program;  6)  $800,000  for  20.00  additional 
FTE  in  the  Eligibility  Determination  Program;  and  7)  $2.6  million  for  increases  in 
various  other  benefit  programs.  LFA  current  level  includes  $4.3  million  more  in 
the  medical  assistance  program  primarily  as  the  result  of  the  inclusion  of  the  full 
general  fund  match  for  institutional  medicaid  reimbursement  which  is  not  included 
in  the  executive  budget. 

The  following  is  a  brief  description  of  the  major  issues  and  differences 
between  LFA  current  level  and  the  executive  budget. 

ASSISTANCE  PAYMENTS 

ISSUE  1:     OIL  OVERCHARGE  FUNDS 

As  a  result  of  overcharges  on  the  sales  of  domestic  crude  oil,  the  federal 
courts  have  ordered  settlements  requiring  oil  companies  to  repay  states  the  total 
amount  of  the  overcharges  plus  interest.  During  the  1987  legislative  session, 
House  Bill  621  created  a  special  revenue  energy  conservation  and  energy  assist- 
ance account.  The  amount  deposited  in  the  account  and  interest  earnings  on  the 
account  were  statutorily  appropriated  to  SRS  to  fund  the  Low  Income  Energy 
Assistance  (LIEAP)  and  Weatherization  Programs.  Because  the  funds  are 
statutorily  appropriated,  no  oil  overcharge  funds  are  included  in  LFA  current 
level.  The  executive  budget  includes  $1,000,000  per  year  of  the  1991  biennium  of 
oil  overcharge  funds. 
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ISSUE  2:     AFDC  PAYMENT  LEVELS  AND  CASELOADS 

Historically  the  legislature  has  set  the  AFDC  payment  level  as  a  percent  of 
the  federal  poverty  index.  Although  the  1987  legislature  intended  to  set  the 
payment  level  at  41  percent  of  the  poverty  index  in  fiscal  1988  and  40  percent  of 
the  poverty  index  in  fiscal  1989,  because  the  AFDC  payment  level  is  tied  to  the 
GA  payment  level  which  is  set  in  statute,  the  AFDC  payment  level  was  frozen  at 
the  same  payment  level  as  in  effect  for  General  Assistance  during  fiscal  1987. 
The  executive  request  maintains  the  freeze  on  AFDC  payments  for  the  1991 
biennium.  LFA  current  level  includes  $1.2  million  during  the  1991  biennium  to 
raise  AFDC  payments  to  41  percent  of  the  federal  poverty  index  in  fiscal  1990  and 
40  percent  of  the  poverty  index  in  fiscal  1991.  The  following  table  compares  the 
executive  budget  and  current  level  caseloads,  payment  levels  and  funding  for  the 
1991  biennium. 


Table  A 

Comparison  of  Executive  Budget  and  Current  Level 

Funding  For  AFDC 


Executive 
Caseload 
Payment 


Fiscal  1988 

9,628 
$         331.73 


Fiscal  1990 


333.00 


Fiscal  1991 

10,263 
$         333.00 


Total  Cost 

LFA  Current  Level 
Caseload 
Payment 

Total  Cost 


$38^419^825 


9,628 
$         332.53 

$38^419^825 


$39^605^634 


10,247 
$         332.87 

$40^930^644 


$41. 

.190. 

.978 

$ 

10, 
34J 

,575 
L73 

$43 

.492, 

.885 

Table  A  shows  a  higher  AFDC  caseload  is  included  in  the  current  level  than 
in  the  executive  budget.  The  difference  results  from  the  executive  projecting  a 
drop  in  the  AFDC  caseload  for  fiscal  1989  from  an  average  monthly  caseload  of 
9,628  in  fiscal  1988  to  9,488  in  fiscal  1989.  The  executive  then  increased  the 
caseload  approximately  4  percent  per  year  from  the  fiscal  1989  base.  The  current 
level  increased  the  fiscal  1988  average  monthly  caseload  approximately  3.2  percent 
per  year  through  the  1991  biennium.  The  higher  caseload  included  in  LFA 
current  level  results  in  an  additional  $2.4  million  in  total  funds  for  the  biennium. 
The  higher  payment  levels  and  caseloads  in  the  current  level  budget  add  $1.0 
million  to  general  fund  costs. 

ISSUE  3:     GENERAL  ASSISTANCE  CASELOADS 

LFA  current  level  for  the  General  Assistance  Program  assumes  a  3  percent 
caseload  growth  between  fiscal  1988  and  fiscal  1989;  after  fiscal  1989,  the  caseload 
is  anticipated  to  remain  stable  at  an  average  monthly  caseload  of  approximately 
1,912  throughout  the  1991  biennium.  The  executive  budget  includes  a  4  percent 
per  year  increase  in  the  caseload.  The  higher  general  assistance  caseload  in  the 
executive   budget  increases   the   executive   request   for  general  assistance   benefits 
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by  approximately  $500,000  per  year  above  LFA  current  level.  The  following  table 
compares  the  executive  budget  and  LFA  current  level  funding  for  the  General 
Assistance  Program. 


Table  B 

Comparison  of  Executive  Budget  and  Current  Level 

Funding  for  General  Assistance 


Executive 
Caseload 
Payment 

Fiscal  1988 

1,847 
$       207.86 

Fiscal  1990 

2,061 
$       214.00 

Fiscal  1991 

2,143 
$       214.00 

Total  Cost 

il-iiQii^i 

|5^2i2i46§ 

|5iiQiil§? 

LFA  Current  Level 
Caseload 
Payment 

1,847 
$       209.00 

1,912 
$       211.00 

1,912 
$       216.00 

Total  Cost 

liiiiQUig 

lii§ii-i§i 

li-i§5,iQi 

MEDICAL  ASSISTANCE 

ISSUE  4:     MEDICARE  BUY-IN 

LFA  current  level  funding  for  the  Medicare  Buy-in  Program  includes  $2.4 
million  more  than  included  in  the  executive  budget.  One  change  in  the  Buy -in 
Program  that  resulted  from  passage  of  the  federal  Catastrophic  Coverage  Act  of 
1988,  was  a  significant  increase  in  the  Medicare  Part  B  premiums  paid  by  the 
state  for  participation  in  the  Buy-in  program.  Because  the  Part  B  premium  is  a 
fixed  cost  that  the  state  must  pay  for  continued  participation,  the  higher  premium 
rate  was  included  in  LFA  current  level.  The  executive  budget  has  included  all 
additional  costs  associated  with  the  Catastrophic  Coverage  Act  as  a  single  modified 
request . 

ISSUE  5:     NURSING  HOME  MEDICAID  REIMBURSEMENT 

LFA  current  level  funding  for  nursing  home  reimbursement  includes  $1.0 
million  more  than  the  executive  budget  for  the  1991  biennium.  The  difference  in 
funding  is  caused  primarily  by  the  inclusion  of  a  2  percent  inflation  factor  in  LFA 
current  level  for  the  medicaid  reimbursed  rate  per  day  while  the  executive  budget 
includes  no  inflation  increases.  The  following  table  compares  the  executive 
budget  and  LFA  current  level  funding  for  nursing  home  reimbursement  during  the 
1991  biennium. 
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Table  C 

Medicaid  Reimbursement  for  Nursing  Home  Care 

During  the  1991  Biennium 


Executive 
Bed  Days 
Payment 


Total  Cost 


Fiscal  1988 

1,317,650 
$  36.85 

$48^556^943 


Fiscal  1990 

1,375,320 
$  37.60 

$51,712,021 


Fiscal  1991 

1,382,255 
$ 37.60 

$51,972,788 


LFA  Current  Level 
Bed  Days 
Payment 

Total  Cost 


1,316,388 
$  36.46 

$47,995,506 


1,361,988 
$  37.93 

$51,664,273 


1,368,798 
$  38.69 

$52,961,047 


As  shown  in  the  above  table,  the  medicaid  reimbursement  rate  per  day  for 
nursing  home  care  in  LFA  current  level  increases  from  $36.46  in  fiscal  1988  to 
$38.69  per  day  in  fiscal  1990.  The  executive  budget  has  used  the  fiscal  1988  rate 
per  day  of  $36.85,  granted  the  2  percent  increase  for  fiscal  1989  authorized  by 
the  1987  legislature,  and  then  used  the  fiscal  1989  rate  of  $37.60  per  day  for 
each  year  of  the  1991  biennium.  LFA  current  level  also  incorporates  a  somewhat 
lower  projection  of  total  bed  days  during  the  1991  biennium.  The  differences 
between  the  executive  and  LFA  current  level  rates  per  day,  bed  days,  and  total 
expenditures  for  fiscal  1988  are  due  to  LFA  current  level  including  a  more  recent 
medicaid  expenditure  report  than  was  available  to  the  executive.  The  LFA 
current  level  projection  of  available  nursing  home  beds  was  based  on  a  more 
recent  survey  of  approved  and  pending  nursing  home  construction  than  was  used 
by  the  executive. 

ISSUE  6:     INSTITUTIONAL  MEDICAID  REIMBURSEMENT 

On  the  recommendation  of  the  legislative  auditors,  the  executive  includes  the 
general  fund  match  for  medicaid  reimbursement  to  institutions  in  the  individual 
institutional  budgets.  LFA  current  level  includes  both  the  federal  and  general 
fund  portions  of  medicaid  reimbursement  for  institutions  in  the  SRS  budget  which 
increases  the  current  level  above  the  executive  request  by  approximately  $4.1 
million  in  fiscal  1990  and  $4.2  million  in  fiscal  1991. 


ISSUE  7:     INCREASES  IN  MEDICAID  PRIMARY  CARE 

Although  LFA  current  level  and  the  executive  budget  are  relatively  close  in 
projections  of  total  costs  for  the  primary  care  portion  of  the  medicaid  budget, 
there  are  significant  differences  in  the  components  of  the  two  estimates.  The 
following  table  compares  total  funds  for  LFA  current  level  and  executive  budget 
for  the  Primary  Care  Program  during  the  1991  biennium. 
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Table  D 

Comparison  of  the  Executive  Budget  and  LFA  Current  Level 

For  Medicaid  Primary  Care 

1991  Biennium  LFA  Current 

Executive  Level  Difference 

Basic  Services  $162,449,009  $179,363,786  $(16,914,777) 

Youth  Services  36.194.130  13.534.200  22.659.930 

Total  Cost  $198^643^139  $192^897^986  $_(5^745^1531 


During  fiscal  1988,  $3.2  million  of  medicaid  funds  were  spent  for  inpatient 
psychiatric  services  to  youth.  As  shown  in  Table  D,  the  executive  budget 
includes  approximately  $36.2  million  for  expansion  of  inpatient  hospital  psychiatric 
services  to  youth  as  part  of  the  total  Primary  Care  budget  for  the  1991  biennium. 
LFA  current  level  for  the  1991  biennium  includes  $13.5  million,  or  $22.7  million 
less  than  the  executive  budget,  for  inpatient  psychiatric  service  for  youth. 
However,  because  LFA  current  level  includes  a  2  percent  inflation  factor  for 
health  care  costs  and  was  able  to  use  more  current  information  in  developing  1991 
biennium  cost  projections,  LFA  current  level  for  basic  services  is  $16.9  million 
higher  than  the  executive  budget.  Total  funding  for  the  Primary  Care  Program 
in  the  executive  budget  is  $5.8  miUion  higher  than  the  level  of  funding  included 
in  LFA  current  level. 


ISSUE  8:      SUPPORTED  EMPLOYMENT  PROGRAM 

During  the  1987  legislative  session  a  modified  request  for  $947,000  per  year 
was  approved  for  the  Vocational  Rehabilitation  Program  to  implement  a  Supported 
Employment  Program  for  severely  disabled  individuals.  However,  the  legislature 
also  specified  that  these  funds  were  not  to  be  included  as  part  of  the  base  for 
the  1991  biennium.  Consequently,  LFA  current  level  does  not  include  any  funds 
for  continuation  of  the  Supported  Employment  Program.  The  executive  budget 
includes  $436,000  in  fiscal  1990  and  $473,000  in  fiscal  1991  for  continuation  of  the 
Supported  Employment  Program.     This  program  is  100  percent  federal  funds. 

ISSUE  9:     MODIFIED  REQUESTS 

The  executive  budget  includes  $44.9  million  in  22  modified  budget  requests 
for  the  1991  biennium.  The  following  table  presents  a  summary  of  the  modified 
requests . 
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Table  i 

Summary 

of  Modified  Budget  Requests 

] 

L990 

1991   

General 

Total 

General 

Total 

Budget  Modification 

FTE 

Fund 

Fund 

Fund 

Fund 

1. 

Welfare  Reform 

9.00 

$     283,166 

$2,108,737 

$     873,763 

$5,238,218 

2. 

TEAMS 

1.00 

612,357 

1,468,756 

692,315 

2,028,757 

3. 

Budget  Amendments 

3.50 

9,296 

980,762 

9,297 

980,768 

4. 

Contract  Rewrite 

0.00 

15,000 

15,000 

-0- 

-0- 

5. 

Food  Commodities 

0.67 

20,000 

20,000 

20,000 

20,000 

6. 

Eligibility  Tech. 

20.50 

116,897 

405,258 

111,256 

394,429 

7. 

Admin.  FTE 

1.00 

6,301 

17,497 

6,303 

17,503 

8. 

OBRA 

4.00 

922,970 

3,325,598 

321,554 

1,231,791 

9. 

Catastrophic  Act 

0.00 

1,453,453 

4,145,550 

2,061,086 

5,340,859 

10. 

Provider  Increase 

0.00 

1,007,906 

3,525,331 

2,096,604 

7,299,466 

11. 

OB-GYN 

0.00 

28,830 

100,000 

28,720 

100,000 

12. 

Audit  FTE 

4.00 

42,503 

85,007 

37,296 

74,591 

13. 

lARA  Funding 

0.00 

259,963 

1,069,850 

302,944 

1,211,777 

14. 

Provider  Increase 

0.00 

13,186 

100,452 

28,288 

204,266 

15. 

Supported  Emp. 

0.00 

-0- 

50,000 

-0- 

50,000 

16. 

Migrant  Workers 

0.00 

-0- 

83,366 

-0- 

127,979 

17. 

Independent  Living 

0.00 

-0- 

199,965 

-0- 

199,965 

18. 

Provider  Increase 

0.00 

1,072 

4,846 

2,146 

16,972 

19. 

DD  Funding  Change 

0.00 

343,360 

343,360 

343,360 

343.360 

20. 

Early  Intervention 

0.00 

100,000 

100,000 

150,000 

150,000 

21. 

Intensive  Care 

0.00 

-0- 

-0- 

200,000 

696,379 

22. 

Provider  Increase 
Total 

0.00 

302.274 
|5.53§,53i 

377.998 

604.544 

755.992 

Uh^U-M 

i?i§iiii?i  m^nhm 

Welfare  Reform  Act:  Budget  modification  number  1  includes  a  request  for 
$1,156,929  of  general  fund  during  the  1991  biennium  to  implement  the  new  federal 
requirements  contained  in  the  Welfare  Reform  Act  of  1988.  Changes  required 
under  the  Act  include  extension  of  medicaid  and  day  care  services  to  AFDC 
recipients  for  12  months  after  they  loose  their  eligibility  for  AFDC  benefits, 
development  of  an  extensive  job  training  program  of  AFDC  clients,  and  changes  in 
the  child  support  and  enforcement  requirements. 

TEAMS:  Budget  modification  number  2  includes  $1,304,672  of  general  fund 
for  the  1991  biennium  to  continue  development  and  implementation  of  the 
computerization  of  local  welfare  offices. 

Administrative  Adjustments:  Budget  modification  numbers  3  and  4  would 
continue  programs  and  operational  changes  made  during  the  1989  biennium 
through  budget  amendments.  Total  general  fund  cost  for  the  1991  biennium  is 
$33,593  and  includes  the  addition  of  3.50  FTE  in  the  Assistance  Payments  Program 
and  funds  to  rewrite  computer  software  for  monitoring  agency  contracts. 
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Program  Expansion:  Budget  modification  numbers  5,  15,  16,  17,  20,  and  21 
include  $490,000  of  general  fund  for  expansion  of  the  following  programs  during 
the  1991  biennium:  #5)  $20,000  of  general  fund  per  year  is  included  to  pay  a 
portion  of  the  administrative  costs  associated  with  distribution  of  federal  food 
commodities;  #15)  $50,000  per  year  of  federal  funds  are  requested  to  expand  the 
Supported  Employment  Program  for  seriously  disabled  vocational  rehabilitation 
clients;  #16)  $211,345  in  federal  funds  for  the  1991  biennium  are  requested  for 
continuation  of  a  Vocational  Rehabilitation  Program  for  migrant  workers;  #17) 
$199,965  each  fiscal  year  in  federal  funds  is  requested  for  the  Visual  Services 
Program  to  assist  elderly  blind  or  visually  impaired  persons  lead  a  more 
independent  life;  #20)  $250,000  for  the  biennium  of  general  fund  is  requested  for 
the  Developmental  Disabilities  Program  to  provide  services  to  developmen tally 
disabled  children  under  age  2;  and  #21)  $200,000  of  general  fund  is  requested  for 
fiscal  1991  to  establish  3  group  homes  for  developmentally  disabled  persons. 

FTE  Adjustments:  Budget  modification  numbers  6,  7,  and  12  add  a  total  of 
$320,556  of  general  fund  for  additional  FTE  in  the  following  programs:  #6)  20.50 
eligibility  technicians  would  be  added  in  the  12  state  assumed  welfare  programs; 
#7)  1.00  FTE  would  added  to  the  Administration  and  Support  Program  to  augment 
the  data  processing  operations;  and  #12)  4.00  FTE  would  be  added  to  the  Audit 
and  Program  Compliance  staff  to  improve  clerical  operations  and  assist  in  field 
investigations  of  welfare  fraud. 

Omnibus  Budget  Reconciliation  Act  (OBRA):  Budget  modification  number  8 
requests  $1,244,524  of  general  fund  for  the  1991  biennium  to  implement  new 
federal  requirements  for  improvements  in  nursing  home  care  which  include 
increased  staffing  requirements,  additional  staff  training,  and  a  comprehensive 
survey  of  all  current  nursing  home  clients. 

Catastrophic  Coverage  Act:  Budget  modification  number  9  requests 
$3,514,540  of  general  fund  for  the  1991  biennium  to  implement  new  federal 
requirements  for  expanded  medicaid  coverage.  Under  the  new  federal  law:  1) 
medicaid  coverage  will  be  expanded  to  include  pregnant  women  and  infants  who  do 
not  currently  meet  the  state's  income  eligibility  requirements  for  medicaid;  2)  the 
state  will  be  required  to  expand  the  Medicare  Buy-in  Program  to  include 
individuals  currently  not  covered;  and  3)  the  state  will  be  required  to  pay  a 
significantly  higher  medicare  Part  B  premium  for  participation  in  the  Buy -in 
Program . 

Funding  Changes:  Budget  modification  numbers  13  and  19  include  major 
changes  in  the  funding  for  two  program  areas:  #13)  $562,907  of  general  fund  is 
requested  for  support  of  the  Vocational  Rehabilitation  Program  during  the  1991 
biennium  to  offset  the  projected  decline  in  available  Industrial  Accident 
Rehabilitation  Account  funds;  and  #19)  $343,360  of  general  fund  is  requested  each 
year  to  replace  federal  revenue  in  the  Developmental  Disabilities  Program  that  is 
projected  to  result  from  reduced  federal  grants. 

Provider  Increase:  Budget  modification  numbers  10,  11,  14,  18,  and  22 
request  funding  for  provider  increases  in  the  following  areas:  #10)  a  2  percent 
increase  is  requested  for  State  Medical  and  Medicaid  Program  providers  during  the 
1991  biennium.  The  general  fund  cost  for  the  rate  increase  is  $3,104,510  for  the 
1991  biennium;  #11)  $100,000  per  fiscal  year  of  the  biennium  is  included  in  the 
executive  budget  for  providers  of  child  delivery  services.  These  funds  are  in 
addition  to  funds  included  under  budget  modification  number  10;  #14  and  #18)  a  2 
percent  increase  is   requested  for  providers  for  the   Vocational   Rehabilitation   and 
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Visual  Services  Programs  at  a  total  general  fund  cost  of  $44,692  for  the  biennium; 
#22)  a  2  percent  increase  is  requested  for  providers  of  developmental  disabilities 
services  at  a  total  general  fund  cost  of  $906,818  during  the  1991  biennium. 
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DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 

Actual 

Appropriated 

Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 
F.T.E. 

1988 

1989 

1990 

1991 

Biennium 

^^<^.(,z 

755.28 

748.57 

748.57 

(26.06) 

Personal  Services 

$   17,894,266 

$    17,914,017 

$   17,824,370 

$   17,855,036 

(  0 . 36  ) 

Operating  Expenses 

11,126,112 

10,714,786 

8,499,328 

8,415,163 

(22.56) 

Equipment 

698,211 
$   29,718,589 

480,104 
$   29,108,907 

200,499 
$    26,524,197 

185,888 

(67.21) 

Total  Operating  Costs 

$    26,456,087 

(9.94) 

Non-Operating  Costs 

233,«5,230 

256,541,546 

254,922,232 

265,316,072 

6.18 

Total  Expenditures 

$263,141,819 
============ 

$285,650,453 

============ 

$281,446,429 

$291,772,159 

4.45 

Fund  Sources 

General  Fund 

$   73,111,898 

$   76,386,331 

$   76,276,318 

$   79,309,943 

4.07 

State  Special 

8,074,848 

8,545,383 

8,348,866 

8,347,673 

0.46 

Federal   Revenue 

181,955,073 

200,718,739 

196,821,245 

204,114,643 

4.77 

Total  Funds 

$263,141,819 

$285,650,453 

$281,446,429 

$291,772,259 

4.45 

The  Department  of  Social  and  Rehabilitation  Services  (SRS)  administers  the 
majority  of  the  state's  human  service  programs.  Services  include  cash  assistance 
payments  to  recipients  of  Aid  to  Families  With  Dependent  Children,  and  the 
General  Assistance  Relief  Program  in  the  12  counties  where  the  state  has  assumed 
administration  of  the  local  welfare  programs.  SRS  also  administers  the  Medicaid 
Program  which  provides  a  wide  range  of  health  care  services  to  the  state's  low 
income  population.  Other  major  programs  administered  by  the  department  include 
services  to  the  vocationally  and  visually  handicapped,  and  programs  for  the 
developmen tally  disabled. 

Operating  costs  decline  $3.2  million,  or  11  percent,  between  fiscal  1988 
actual  expenditures  and  current  level  funding  for  fiscal  1990.  The  most 
significant  reduction  in  operating  expenses  was  the  elimination  of  $2.8  million  for 
a  one-time  federal  funded  program  to  develop  and  implement  computerization  of 
county  welfare  eligibility  determination  and  verification.  Additional  major 
reductions  include:  1)  $580,000  less  in  computer  processing;  2)  $110,000  less  in 
medical  consultant  fees;  3)  $117,000  less  in  costs  associated  with  commodities 
distribution;  and  4)  $159,000  less  for  rent  for  buildings  not  owned  by  the 
Department  of  Administration.  Operating  costs  did  increase  in  some  areas 
including  $84,000  in  audit  fees,  $33,000  increase  in  insurance  and  bonding  fees, 
$46,000  in  postage  and  mailing  costs  that  were  formerly  budgeted  in  the 
Department  of  Family  Service,  and  $53,000  in  additional  building  rent  charges. 
Equipment  also  decreases  significantly  between  the  1989  and  1991  bienniums.  The 
major  cause  for  the  decrease  in  equipment  costs  is  attributable  to  computer 
equipment  purchased  during  fiscal  1988  as  part  of  the  federally  funded  program 
to  improve  computerization  of  welfare  offices. 
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DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 
Page  2 

Despite  the  11  percent  decline  in  total  operating  costs,  total  costs  for  the 
agency  increase  5  percent  between  bienniums.  The  overall  increase  in  the  agency 
budget  results  from  the  fact  that  operating  costs  only  account  for  approximately  9 
percent  of  the  agency's  total  expenditures.  Over  90  percent  of  the  agency's 
budget  is  spent  for  non- operating  costs  which  increase  6.2  percent  between 
bienniums.  By  far  the  largest  benefit  program  administered  by  the  agency  is  the 
state's  medicaid  program.  Medicaid  funding  included  in  the  current  level  for  the 
1991  biennium  equals  $336.2  million,  or  65  percent  of  all  funds  budgeted  for 
benefits  programs.  Because  medicaid  makes  up  such  a  large  percent  of  the 
benefit  portion  of  the  budget,  any  changes  in  funding  for  the  medicaid  program 
will  have  a  disproportionate  impact  on  overall  funding  for  the  agency.  Direct 
comparisons  with  the  level  of  funding  for  the  1991  biennium  and  the  1989  biennium 
are  difficult  due  to  the  fact  that  current  projections  for  fiscal  1989  suggest  a 
much  lower  rate  of  medicaid  spending  than  appropriated.  A  comparison  of  fiscal 
1988  actual  expenditures  and  the  current  level  funding  for  medicaid  in  fiscal  1990 
shows  an  increase  of  $19.1  million,  or  a  13.3  percent  increase.  However,  the 
current  level  funding  only  includes  a  2  percent  per  year  inflation  factor,  and  if 
health  care  increases  at  the  6.6  percent  rate  projected  by  Wharton  Econometrics, 
then  inflation  alone  could  add  an  additional  $18.4  million  in  medicaid  costs  over 
the  1991  biennium. 

Current  level  funding  for  the  AFDC  and  General  Assistance  Programs  in- 
crease in  response  to  increases  in  the  caseload.  However,  increases  are 
relatively  minor  and  reflect  the  slow  down  in  caseload  growth  these  programs  have 
experienced  during  the  1989  biennium.  With  few  exceptions,  current  level 
funding  for  other  benefit  programs  is  close  to  the  level  actually  expended  during 
fiscal  1988. 

Total  expenditures  increase  4.5  percent  between  bienniums  while  general 
fund  increases  4.1  percent,  state  special  funds  increase  0.5  percent  and  federal 
funds  increase  4.8  percent.  State  special  funds  are  primarily  the  12  mills  levied 
by  counties  where  the  state  has  assumed  operation  of  the  local  welfare  program. 
Other  state  special  funds  are  workers'  compensation  funds  from  the  Industrial 
Accident  and  Rehabilitation  Account  which  are  used  as  the  state  match  for  federal 
Vocational  Rehabilitation  funds. 

Federal  funds  increase  at  a  higher  rate  than  general  funds  for  two  reasons. 
First,  the  ratio  of  state/federal  funding  for  most  benefit  programs  increases 
significantly  between  bienniums.  During  the  1989  biennium  the  matching  ratio 
averaged  30.09  percent  state  funds  and  69.91  percent  federal  funds.  During  the 
1991  biennium,  the  average  funding  ratio  changed  to  28.75  percent  state  and 
71.25  percent  federal  funds.  Had  there  been  no  change  in  the  funding  ratio,  an 
additional  $5.7  million  general  fund  would  be  required  with  a  corresponding 
reduction  in  federal  funds.  The  second  reason  federal  funds  increase  at  a  higher 
rate  than  general  fund  is  the  fact  that  the  most  significant  program  increases 
have  occurred  in  those  programs  which  include  joint  state  federal  funding  with 
the  federal  funds  paying  a  much  higher  proportion  of  the  cost  of  the  programs. 
In  those  programs  where  the  funding  is  predominately  general  fund,  there  has 
been  little  or  no  increase  in  funding  from  the  fiscal  1988  level. 
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ASSISTANCE  PAYMENTS 


Actual 

Appropriated 

Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
52.83 

1989 

1990 
52.75 

1991 
52.75 

Biennium 

F.T.E. 

'i9.75 

(0.08) 

Personal  Services 

$  1 

,498,116 

$  1,-^12, 765 

$  1,540,484 

$ 

1,542,302 

5.91 

Operating  Expenses 

4 

,768,756 

2,742,199 

2,017,410 

2,000,435 

(46.51) 

Equipment 

538,729 

423,847 

94,891 

_ 

93,325 

(80.45) 

Total  Operating  Costs 
Benefits 


$  4,578,809 


S  3,652,785 


Solar  Bank 

Food  Stamps 

Nonresident  GA 

Legal  Services 

Burials 

Training 

Job  Search 

Day  Care 

CSBG 

Weather ization 

General  Assistance 

LIEAP 

AFDC 

Project  Work 

Emergency  Shelter 

Homeless  Grant 

Total  Benefits 

Total  Expenditures 

Fund  Sources 


$       809 

$ 

187,500 

$ 

-0- 

$ 

-0- 

(100.00) 

22,694 

30,048 

25,300 

26,500 

(1.79) 

32,901 

180,000 

33,000 

33,000 

(69.00) 

100,000 

100,000 

100,000 

100,000 

0.00 

123,620 

92,000 

123,620 

123,620 

14.66 

150,000 

150,000 

150,000 

150,000 

0.00 

265,477 

491,752 

491,752 

491,752 

29.88 

724,044 

740,326 

783,126 

814,449 

9.10 

1,247,570 

,361,864 

1 

,060,664 

,060,664 

(18.71) 

3,304,539 

,929,121 

1 

,525,294 

,525,294 

(41.71 1 

4,490,142 

,447,576 

4 

,841,184 

,955,904 

23.42 

6,923,760 

,769,268 

7 

,650,544 

,650,546 

(8.34) 

38,419,825 

41 

,761,073 

40 

,930,644 

43 

,492,885 

5.29 

410,476 

-0- 

-0- 

-0- 

(100.00) 

114,000 

-0- 

-0- 

-0- 

(100.00) 

81,808 

-0- 

-0- 

-0- 

(100.00) 

$56,411,665 

$60 

,240,528 

$57 

,715,128 

$60 

,424,614 

1.28 

$63,217,266 

=========== 

$64 

,819,337 

$6r 

,367,913 

$64 

=  =  =  : 

,060,676 
======== 

_j._z.jytl 

General  Fund 

$17,644,354 

$16,477,684     $17,634; 

,290 

$18,444,399 

5.73 

Federal  Revenue 

45,572,912 

48,341,653      43,733, 

,623 

45,616,277 

(4.86) 

Total  Funds 

$63,217,266 

$64,819,337     $61,367, 

,913 

$64,060,676 

(  2 . 04  ) 

-  Fiscal  1990  

Fiscal  1991  

ISSUES 

General 

Fund       Other  Funds 

General  Fund 

Other  Funds 

1.  AFDC  Payment  Level 

Option  A> 

$(  300, 

.176)       $(  813,235) 

$(  720,611) 

$11,640,646) 

Option  B. 

2,303, 

,183         4,374,986 

2,924,627 

5,558,499 

Option  C. 

1,535, 

.455         2,916,658 

2,085,742 

3,970,357 
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Program  Description 

The  Assistance  Payments  Program  administers  the  state's  cash  assistance 
welfare  programs  including  Aid  to  Families  with  Dependent  Children  (AFDC),  food 
stamps,  day  care,  food  commodities  distribution.  Low- Income  Energy  Assistance 
Program  (LIEAP),  the  Community  Services  Block  Grant  (CSBG),  and  the  Federal 
Assistance  Program  in  the  12  state-assumed  counties.  The  Assistance  Payments 
Program  is  part  of  the  Economic  Assistance  Division. 

Budget 

The  addition  of  three  FTE  above  the  fiscal  1989  appropriated  level  results 
from  the  reorganization  of  administrative  staff  among  the  Vocational  Rehabilitation 
Program,  Administration  and  Support  Program,  and  Economic  Assistance  Division 
to  more  accurately  reflect  the  duties  of  personnel.  The  reorganization  of  staffs 
does  not  result  in  an  overall  increase  in  the  FTE  level  for  the  Department.  The 
current  level  budget  includes  a  2.5  percent  vacancy  savings  rate  for  the 
Assistance  Payments  Program.  The  significant  overall  reduction  in  operating 
expenses  and  equipment  costs  reflect  the  one-time  expenditure  of  $2,889,049  of 
federal  funds  to  implement  computerization  of  the  state  and  covinty  welfare 
programs.  Increases  in  the  current  level  operating  budget  include  $129,000  in 
additional  federal  funds  for  the  food  distribution  program  and  an  additional 
$47,000  per  year  in  rent  charges  that  occur  as  the  result  of  the  Assistance 
Payments  Program  taking  over  much  of  the  office  space  formerly  used  by  the  staff 
of  the  Social  Services  Program  that  was  transferred  to  the  new  Department  of 
Family  Services. 

Fiinding 

Ftmding  for  the  Assistance  Payments  Program  is  approximately  71  percent 
federal  funds  and  29  percent  general  fund.  General  fund  increases  5.7  percent 
between  the  1989  and  1991  bienniums  primarily  as  a  result  of  increases  in  the 
general  assistance,  burials,  day  care,  and  AFDC  programs.  Both  general  assist- 
ance and  burials  are  100  percent  general  fund.  Federal  funds  decrease  between 
the  1989  and  1991  bienniums  due  to  a  substantially  lower  level  of  fvmding  for 
LIEAP  and  CSBG,  no  funds  budgeted  for  the  Solar  Bank  Program,  and  the 
inclusion  of  $606,000  of  federally  funded  budget  amendments  in  the  fiscal  1988 
expenditures  which  are  not  included  in  the  current  level.  Although  funding  for 
benefit  programs  increase  1.3  percent,  overall  funding  for  the  Assistance  Pay- 
ments Program  declines  by  2  percent  between  bienniums. 

Benefits 

Solar  Bank 

The  Solar  Energy  and  Energy  Conservation  Bank  of  the  Department  of 
Energy  provides  funds  to  repair  or  replace  heating  systems  for  low-income  fam- 
ilies below  125  percent  of  the  federal  poverty  level.  Federal  funds  received  by 
SRS  were  allocated  to  the  ten  Human  Resource  Development  Councils  (HRDC) 
according  to  a  formula  based  on  the  percentage  of  low-income  famihes  in  the  area 
served  by  the  HRDC.  The  HRDC  then  provided  grants  to  eligible  families  to 
offset  one-half  of  the  cost  of  replacing  worn  or  damaged  heating  units.  Although 
the  program  was  active  during  the  1987  biennium,  by  1988  expenditures  for  the 
program  were  negligible.  SRS  has  indicated  that  expenditures  were  low  due  to 
the  requirement  that  50  percent  of  the  cost  of  the  program  must  be  borne  by  the 
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low-income  family.     The  department  has  not  requested  any  funds  for  the  program 
during  the  1991  biennium  and  no  funds  are  included  in  the  current  level  budget. 

Food  Stamps 

The  $22,694  expended  during  fiscal  1988  for  food  stamps  tuider  grants  and 
benefits  is  a  federally  funded  pass -through  grant  from  the  Department  of  Agri- 
culture through  SRS  to  the  Indian  reservations  to  cover  the  cost  of  administration 
of  food  stamp  issuance  on  the  reservations.  Expenditures  for  the  program  were 
$24,386  in  fiscal  1986,  $21,706  in  fiscal  1987,  and  $22,964  in  fiscal  1988.  The 
current  level  budget  includes  $25,300  in  fiscal  1990  and  $26,500  in  in  fiscal  1991 
for  this  program.     These  funds  are  100  percent  federal  funds. 

Nonresident  General  Assistance 

State  statute  provides  that  transportation  for  nonresidents  of  the  state  is  the 
responsibility  of  SRS  rather  than  the  counties.      Section  53-3-201,  MCA  states: 

Nonresidents  or  interstate  transients  may  receive  temporary  relief  from  county  funds  in 
cases  of  extreme  necessity  and  destitution  until  they  are  returned  at  state  expense  to  their 
state  of  residence  or  origin. 

In  the  12  counties  where  the  state  has  assumed  responsibility  for  operation 
of  the  welfare  programs,  expenditures  for  nonresident  general  assistance  and 
transportation  are  100  percent  general  fvind.  Table  1  shows  the  expenditures  for 
the  Nonresident  General  Assistance  Program  from  fiscal  1982  through  fiscal  1988. 

Table  1 

Nonresident  General  Assistance  Costs 

Fiscal  Years  1982  through  1988 

Fiscal  Year  Expenditures 

1982  $  27,783 

1983  31,332 

1984  27,783 

1985  66,999 

1986  29,999 

1987  179,969 

1988  32,901 


As  may  be  seen  from  Table  1,  except  for  fiscal  years  1985  and  1987,  costs 
for  the  Nonresident  General  Assistance  Program  have  averaged  around  $30,000  per 
year.  During  fiscal  1985,  SRS  entered  into  an  agreement  with  a  private  nonprofit 
social  agency  in  Lewis  and  Clark  County  to  reimburse  the  agency  at  the  rate  of 
$20.00  per  day  for  meals  and  sleeping  accommodations  provided  to  both  intrastate 
and  interstate  transients.  However,  because  SRS  had  no  specific  written  policies 
or  rules  governing  administration  of  the  program  and  because  there  were  serious 
questions  raised  by  the  legislature  regarding  the  authority  under  which  SRS  had 
entered  into  the  agreement  to  pay  for  room  and  board  for  intrastate  transients, 
SRS  opted  to  discontinue  the  program.  The  significant  increase  in  costs  during 
fiscal  1987   were  the   result  of  a  single   emergency  medical  case.      In   response   to 
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the  potential  increase  in  costs  for  emergency  medical  assistance,  the  1987  legis- 
lature appropriated  $180,000  per  year  for  this  program,  of  which  only  $30,000  per 
year  may  be  spent  for  food,  lodging,  or  transportation  with  the  balance  used  for 
emergency  medical  care. 

The  current  level  funding  for  nonresident  general  assistance  is  $33,000  per 
year  of  the  1991  biennium.  This  level  of  funding  is  predicated  on  the  assumption 
that  during  the  six  previous  years  (shown  in  Table  1)  there  has  been  only  one 
instance  of  an  emergency  medical  case  that  would  warrant  expenditures  in  excess 
of  current  level.     Funding  for  this  program  is  100  percent  general  fund. 

Legal  Services 

Since  fiscal  1986,  SRS  has  contracted  with  the  Montana  Legal  Services  Asso- 
ciation to  provide  legal  counseling,  advice,  representation,  and  appeal  for  general 
assistance  clients  in  qualifying  for  social  security  disability  benefits.  The  intent 
of  the  contract  is  to  reduce  the  general  assistance  caseload  by  shifting  eligible 
general  assistance  clients  to  the  federally  funded  Social  Security  Disability 
Income  (SSDI)  program.  The  maximum  charge  by  legal  services  per  case  is  $330. 
Table  2  shows  the  status  and  disposition  of  general  assistance  cases  from  fiscal 
1986  through  fiscal  1988. 


Table  2 

Status  of  General  Assistance  Clients 

Referred  for  Legal  Assistance 


Fiscal 

Fiscal 

Fiscal 

CUent  Status 

1986 

1987 
130 

1988 

Active 

61 

285 

Closed 

48 

39 

23 

Denied 

22 

28 

9 

Won 

154 

191 

_U 

Total  Referred 

i§§ 

i§§ 

ill 

Percent 

Cases 

Won 

68.8% 

74.0% 

42.9% 

As  shown  in  Table  2,  a  total  of  285  cases  were  referred  to  the  Montana  Legal 
cjp,-  io^s  Association  during  fiscal  1986.  Of  the  total  number  of  cases  disposed, 
154  were  ultimately  won,  22  were  denied,  48  cases  were  closed  usually  as  a  result 
of  the  client  moving,  and  61  cases  were  still  active  and  carried  into  fiscal  1987. 
Many  of  the  cases  listed  as  won  in  fiscal  1986,  were  actually  not  finally  disposed 
until  fiscal  1987  or  1988.  According  to  SRS,  approximately  50  percent  of  the 
cases  require  an  administrative  law  hearing  which  can  take  up  to  two  years  to 
complete.  However,  once  a  case  is  won,  the  date  of  the  clients  eligibility  for 
SSDI  benefits  is  retroactive  to  the  date  the  claim  was  filed  and  the  state  is 
reimbursed  for  any  general  assistance  or  state  medical  benefits  paid  during  the 
time  the  client  would  have  been  eligible  for  the  federally  funded  SSDI  benefits. 

Actual  dollar  savings  as  a  result  of  reduced  general  assistance  expenditures 
is  difficult  to  estimate  due  to  the  uncertainty  in  predicting  how  long  clients  would 
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have  remained  on  general  assistance.  However,  assuming  the  average  disabled 
cUent  remains  on  general  assistance  for  6  months  and  the  average  monthly  general 
assistance  pajnnent  is  $212,  the  net  savings  to  the  state  for  general  assistance 
payments  would  be  approximately  $95,888  in  fiscal  1986  (154  cases  "won"  x  6 
months  x  $212  -  $100,000  contract  cost);  $142,952  in  fiscal  1987;  but  a  loss  of 
$69,472  in  fiscal  1988.  However,  the  Montana  Legal  Services  Association 
indicated  that  approximately  70  percent  of  the  cases  referred  to  the  association 
are  ultimately  won.  If  70  percent  of  the  cases  referred  during  fiscal  1988  are 
ultimately  won,  the  net  general  fund  savings  to  the  state  would  be  $202,736. 

The  current  level  budget  includes  $100,000  per  year  for  continuation  of  the 
legal  services  contract.     Funds  for  this  program  are  100  percent  general  fund. 

Burials 

Costs  for  this  program  are  part  of  the  costs  associated  with  the  state's 
assumption  of  the  12  county  welfare  programs.  Although  costs  associated  with 
indigent  burials  were  formerly  included  as  part  of  the  general  assistance  payments 
budget,  to  more  accurately  account  for  state  assumption  expenditures,  burial 
costs  are  now  appropriated  as  a  separate  item.  Absent  any  historical  information 
on  costs,  the  current  level  budget  includes  $123,620  per  year  for  indigent  burials 
which  is  equal  to  actual  expenditures  for  the  program  in  fiscal  1988.  Funding  for 
this  program  is  100  percent  general  fund. 

Title  IV-A  Training 

Training  is  provided  to  county  eligibility  technicians  regarding  changes  in 
eligibility  requirements  for  AFDC,  LIEAP,  food  stamps,  and  medicaid.  Funding 
for  the  program  is  a  combination  of  county  funds  and  federal  funds  allocated 
according  to  the  amount  of  time  eligibility  technicians  spend  in  each  of  the 
various  federal  programs.  The  current  level  budget  includes  $150,000  of  federal 
and  covin ty  funds  for  this  program  each  year  of  the  1991  biennium. 

Job  Search 

The  U.S  Department  of  Agriculture  requires  that  all  able-bodied  food  stamp 
applicants  register  with  the  Montana  Job  Service  Office  as  a  condition  of  receiving 
food  stamps.  To  assist  food  stamp  applicants  in  finding  employment,  the  Depart- 
ment of  Agriculture  provides  funds  to  SRS.  SRS  then  contracts  these  federal  job 
search  funds  to  local  job  service  offices  to  provide  such  services  as  matching 
applicants  with  available  openings,  referring  clients  to  other  job  training  pro- 
grams, and  providing  limited  counseling  and  testing.  SRS  estimates  the  funds 
available  to  the  department  for  the  1991  biennium  will  be  $491,752  each  year  of 
the  biennium.  These  funds  have  been  included  in  current  level.  This  program 
is  100  percent  federal  funds. 

Title  IV-A  Day  Care 

Day  care  is  provided  to  AFDC  clients  who  are  participating  in  a  training 
program  such  as  vocational  education  or  the  federal  Work  Incentive  Program 
(WIN).  For  AFDC  recipients  who  are  working,  day  care  is  considered  a  work- 
related  expense  and  ein  income  deduction  of  up  to  $160  per  month  per  child  is 
incorporated  in  calculation  of  their  benefit  payment.  Costs  associated  with  day 
care   provided   to   an   AFDC   recipient   who   is   participating   in   a   training  program 
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such  as  a  vocational- technical  school  or  the  WIN  work  experience  are  paid  directly 
to  the  day  care  provider. 

Although  the  IVA  day  care  is  provided  for  AFDC  recipients,  the  increased 
costs  for  day  care  do  not  increase  at  the  same  rate  as  the  AFDC  caseload.  Table 
3  shows  the  annual  cost  for  day  care  and  the  average  monthly  AFDC  caseload  for 
fiscal  1984  through  fiscal  1988. 

Table  3 

Comparison  of  AFDC  Caseload  Growth  and 

Growth  of  Day  Care  Expenditures 


AFDC 

Percent 

Day  Care 

Percent 

Fiscal  Year 

Caseload 

Increase 

Total 

Cost 

Increase 

1984 

7,119 

0.0 

$428,745 

0.0 

1985 

7,614 

7.0 

515 

,763 

20.3 

1986 

8,672 

13.9 

579 

,027 

12.3 

1987 

9,320 

7.5 

611 

,638 

5.6 

1988 

9,627 

3.3 

724 

,044 

18.4 

As  may  be  seen  from  Table  3,  there  does  not  appear  to  be  a  direct  relation- 
ship between  growth  in  the  AFDC  caseload  and  growth  in  expenditures  for  AFDC 
related  day  care.  For  the  1991  biennium,  the  current  level  budget  includes  a  6 
percent  increase  above  the  fiscal  1989  appropriated  level  of  $740,326  and  a  4 
percent  increase  in  fiscal  1991.  This  level  of  funding  assumes  a  freeze  on 
provider  payments  and  a  declining  rate  of  growth  in  the  AFDC  day  care  caseload. 
Funding  for  day  care  is  similar  to  AFDC  payments  with  approximately  28  percent 
general  fund,  2  percent  county  funds,  and  70  percent  federal  funds. 

Community  Service  Block  Grant 

The  Community  Service  Block  Grant  (CSBG)  is  a  federally  funded  program 
intended  to  identify  and  ameliorate  the  causes  of  poverty  at  the  community  level. 
Section  53-10-502,  MCA,  requires  that  90  percent  of  the  funds  be  allocated  to  the 
ten  Human  Resource  Development  Councils  (HRDC)  in  support  of  local  programs, 
5  percent  may  be  retained  by  SRS  for  administration,  and  5  percent  may  be  used 
by  SRS  as  discretionary  ftinds  for  programs  considered  to  be  within  the  general 
guidelines  of  the  federal  grant.  However,  except  for  the  5  percent  allowed  for 
adminisUation,  the  1987  legislature  required  that  all  CSBG  funds  were  to  be 
allocated  to  the  HRDC.  Community  Service  Block  Grant  funds  are  primarily  used 
by  the  HRDC  for  administrative  costs  and  the  overhead  costs  of  programs  such  as 
food  distribution  and  day  care.  SRS  estimates  the  CSBG  funds  available  during 
the  1991  biennium  will  be  $1,116,488  per  year  of  the  biennium.  This  funding  has 
been  included  in  the  current  level  with  5  percent  per  year  allocated  to 
administration.     Funding  for  the  CSBG  is  100  percent  federal  funds. 

Weatherization 

This  federally  funded  program  is  intended  to  assist  low-income  families  who 
are  below  125  percent  of  the  federal  poverty  level  in  weatherization  of  their 
homes.     Program  activities  include  insulation,   caulking,   storm  windows,  and  minor 
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bmlding  repair  that  would  enhance  the  heating  retention  of  the  building.  The 
amount  of  the  individual  grant  is  determined  by  family  size.  Approximately  2 
percent  of  the  total  grant  award  is  used  by  SRS  for  administration  with  the 
balance  allocated  to  the  Human  Resource  Development  Councils,  Area  Agencies  on 
Aging,  and  county  welfare  offices  for  local  distribution  as  grants  to  low -income 
families.  The  federal  grant  award  for  fiscal  1989  will  be  $1,556,422.  This  same 
level  of  funding  is  included  for  each  year  of  the  1991  biennium  with  $1,525,294 
allocated  for  weatherization  grants  and  $31,128  allocated  for  administration. 

Oil  Overcharge  Funds 

As  a  resiilt  of  overcharges  on  the  sales  of  domestic  crude  oil,  the  federal 
courts  have  ordered  settlements  requiring  oil  companies  to  repay  states  the  total 
amount  of  the  overcharges  plus  interest.  House  BiU  621  passed  during  the  1987 
legislative  session  created  a  special  revenue  energy  conservation  and  energy 
assistance  account,  and  $5.8  million  of  oil  overcharge  funds  were  deposited  to  the 
account.  The  amount  deposited  in  the  account  and  interest  earnings  on  the 
account  were  statutorily  appropriated  to  SRS  to  fund  the  Low-Income  Energy 
Assistance  (LIEAP)  and  Weatherization  programs.  However,  SRS  may  not  use  the 
principal  in  the  account  unless  the  federal  grant  award  for  the  LIEAP  or  Weather- 
ization Program  was  less  than  the  federal  fiscal  1987  award.  House  Bill  621  also 
appropriated  $3.2  million  to  SRS  as  a  biennial  appropriation  for  use  in  the  Home 
Weatherization  Program.  During  fiscal  1988,  SRS  did  not  expend  any  funds  from 
the  energy  conservation  and  energy  assistance  account.  The  department  did 
expend  $1,623,809  of  the  funds  appropriated  for  the  Home  Weatherization  Program 
during  fiscal  1988  leaving  a  balance  of  $1,676,191  available  for  use  in  the  program 
during  fiscal  1989.  Because  these  funds  are  statutory  appropriations,  no  oil 
overcharge  funds  are  include  in  the  current  level  budget. 

General  Assistance 

The  General  Assistance  Program  is  intended  to  provide  financial  assistance  to 
needy  persons  who  do  not  qualify  for  any  other  state  or  federal  benefit  program. 
For  example,  an  able-bodied,  single  female,  age  35,  with  no  dependent  children 
and  no  income,  would  not  qualify  for  AFDC  payments  but  would  be  eligible  for 
general  assistance.  Likewise,  a  married  couple  with  no  income,  who  were  both 
under  60  years  of  age,  not  disabled,  and  with  no  dependent  children  in  the 
home,  would  not  qualify  for  either  AFDC  or  SSI  but  would  be  eligible  for  general 
assistance.  The  1987  legislature  froze  the  general  assistance  monthly  payment 
levels  for  the  1989  biennium  at  the  same  level  as  was  in  effect  during  fiscal  1987. 
Table  4  presents  the  maximam  monthly  income  standard  that  a  family  must  meet  to 
be  eligible  for  general  assistance  during  1988. 


B-81 


DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 
Page  10 


Table  4 

Monthly  Income  Standard  for  General  Assistance 

During  The  1989  Biennium 

Maximum 
Family  Size  Monthly  Payment 

1  $212 

2  284 

3  358 

4  432 

5  506 

6  580 


If  the  family  meets  the  maximim  income  standard  shown  in  Table  5,  then  the 
amount  of  the  monthly  payment  is  determined  by  subtracting  any  countable  family 
income  from  the  maximum  income  standard.  House  Bill  581  passed  during  the  1987 
legislative  session,  exempts  the  first  $50  of  earned  income  when  calculating  the 
amount  of  the  monthly  benefit  payment.  For  example,  a  family  of  two  with  a 
monthly  income  of  $150  would  receive  a  general  assistance  payment  of  $184  in 
fiscal  1988  [$284  monthly  income  standard  -  (150  monthly  earned  income  -  $50 
earned  income  disregard)  =  $184  payment.] 

In  1984  the  state  assumed  responsibility  for  12  county  welfare  programs,  and 
funding  for  the  General  Assistance  Program  is  now  100  percent  general  fund  in 
the  12  assumed  counties  and  100  percent  county  funds  in  the  other  44  counties. 
Table  5  shows  the  growth  of  the  general  assistance  caseload  and  average  monthly 
payment  for  the  12  assumed  counties  from  fiscal  1984  through  fiscal  1988. 

Table  5 

General  Assistance  Caseload,  Monthly  Payment  Level,  and  Total  Cost 

Fiscal  1984  through  1988 

Fiscal  Payment 

Year  Caseload  Level  Total  Cost 

1984  1,205  141  $2,038,779 

1985  1,704  207  4,245,721 

1986  1,931  198  4,586,618 

1987  1,847  212  4,718,532 

1988  1,857  209  4,490,142 


Since  taking  over  the  General  Assistance  Program  in  the  12  assumed  coun- 
ties, the  legislature  has  faced  a  series  of  legal  challenges  to  their  attempts  to 
control  the  rising  costs  of  the  program.  As  shown  in  Table  5,  between  fiscal 
1984  and  1985  the  average  monthly  caseload  increased  by  41  percent  and  the 
average  payment  level  increased  47  percent.  The  effect  of  such  significant 
growth  in  both  caseload  and  payment  level  was  a  $2,206,942,  or  108  percent 
increase,    in    total   costs.      A   major   factor    that   increased   the   general   assistance 
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costs  in  the  assumed  counties  was  a  lawsuit  filed  in  February  1984  against  the 
Department  of  Social  and  Rehabilitation  Services  on  behalf  of  welfare  recipients. 
The  result  of  this  case  was  to  establish  the  payment  levels  at  the  same  level  as 
AFDC  payments  for  comparable  family  sizes.  The  1987  biennium  appropriation  for 
general  assistance  was  based  on  significant  changes  made  to  the  eligibility  criteria 
for  the  program.  House  Bill  843,  passed  during  the  1985  legislative  session, 
eliminated  general  assistance  benefits  for  all  able-bodied  persons  under  35  years 
of  age  and  restricted  payments  for  able-bodied  individuals  between  36-50  to  two 
months  in  any  12 -month  period.  However,  in  January  1986,  the  Supreme  Court 
ruled  that  House  Bill  843  was  vmconstitutional  and  that  SRS  would  have  to  pay 
general  assistance  benefits  according  to  eligibility  criteria  in  effect  prior  to  House 
Bill  843. 

During  the  June  1986  Special  Session  III,  to  reduce  a  projected  1987 
biennium  deficit,  the  legislature  froze  the  general  assistance  payment  level  for 
fiscal  1987  at  the  fiscal  1986  level  and  made  significant  changes  to  the  eligibility 
criteria  for  the  program.  House  Bill  33  amended  the  statutes  relating  to  general 
assistance  to  Umit  the  duration  of  assistance  provided  to  an  able-bodied  person  to 
only  two  months  during  a  12 -month  period.  The  impact  of  the  two  changes  not 
only  eliminated  the  anticipated  need  for  a  supplemental,  but  also  reduced  the 
original  fiscal  1987  appropriation  by  $381,466.  However,  in  September  1986,  the 
Butte  Community  Union  again  filed  suit  in  the  Montana  Supreme  Court  to  block 
implementation  of  House  Bill  33  and  the  eligibility  changes  and  restriction  on  the 
length  of  time  a  person  could  receive  assistance.  The  supreme  court  ruled  in 
November,  1987  that  House  Bill  33  was  also  an  unconstitutional  limitation  on 
welfare  benefits  and  that  the  state  would  have  to  continue  to  provide  general 
assistance  in  accordance  with  the  original  statutes.  Although  several  bills  were 
proposed  during  the  1987  legislative  session  that  would  have  placed  limits  on  the 
general  assistance  program,  no  bills  were  passed  by  the  legislature  changing 
eligibility  criteria  for  general  assistance.  However,  the  1987  legislature  did  pass 
House  Bill  637  that,  contingent  upon  approval  by  the  voters,  would  provide  an 
amendment  to  the  Montana  constitution  to  allow  the  legislature  greater  discretion 
in  establishing  limits  on  the  amount,  scope,  and  duration  of  welfare  benefits. 

According  to  a  survey  conducted  in  February,  1988  of  all  general  assistance 
clients,  the  typical  general  assistance  client  was  an  unemployed,  able-bodied, 
single,  white  male  under  the  age  of  45  who  is  living  alone.  Approximately  70 
percent  of  the  general  assistance  caseload  are  single  males  under  30  years  old. 
Seventy-five  percent  of  the  recipients  were  classified  as  able-bodied.  In  88 
percent  of  the  households  there  were  no  children,  and  in  only  4  percent  of  the 
households  were  there  moro  than  one  child.  Almost  all  general  assistance  recip- 
ients receive  some  other  noncash  benefit  in  addition  to  their  monthly  general 
assistance  payment.  Ninety  percent  of  the  general  assistance  recipients  in  the 
February,  1988  survey  indicated  they  received  food  stamps  and  over  eighty 
percent  indicated  they  participated  in  at  leap:t  two  other  benefit  programs  such  as 
state  medical  assistance,  food  commodities.  Low- Income  Energy  Assistance,  or 
subsidized  housing.  The  survey  also  assessed  the  educational  attainment  and 
participation  in  various  job  training  programs  of  general  assistance  recipients. 
Survey  data  showed  that  67  percent  of  the  general  assistance  population  either 
graduated  from  high  school  or  had  their  General  Educational  Development  (GED) 
certificate.  Fifty-two  percent  of  the  recipients  had  attended  at  least  one  job 
training  program.  However,  analysis  of  the  survey  data  indicated  that  neither 
educational  attainment  nor  participation  in  various  job  training  programs  appeared 
to  have  any  significant  impact  on  a  recipient's  length  of  stay  on  the  general 
assistance  program. 
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Perhaps  the  most  striking  conclusions  drawn  from  the  February,  1988  survey 
were  comparisons  between  the  general  assistance  programs  in  the  12  state  assumed 
and  44  non- assumed  counties.  According  to  Department  of  Labor  census  data, 
47.7  percent  of  the  state's  total  population  reside  in  the  12  assumed  counties. 
However,  based  on  the  survey  data,  89  percent  of  the  general  assistance  cases 
are  located  in  the  12  assumed  coimties.  Additionally,  there  was  a  significant 
difference  in  the  length  of  time  individuals  remain  on  general  assistance.  In  the 
non -assumed  counties,  80  percent  of  the  caseload  had  been  on  assistance  three 
months  or  less  with  relatively  few  recipients  on  the  caseload  over  six  months.  In 
the  assumed  counties,  56  percent  had  been  on  assistance  three  months  or  less  and 
25  percent  of  the  caseload  had  been  on  assistance  over  six  months.  In  addition 
to  the  wide  disparity  in  the  distribution  of  the  total  caseload  between  assumed 
and  non -assumed  counties,  there  were  very  significant  differences  in  the  average 
payment  levels.  The  average  monthly  payment  in  assumed  counties  was  $211.83 
while  the  average  monthly  payment  in  non-assumed  counties  was  $155.37.  In 
terms  of  total  program  costs,  given  the  caseload  size  and  average  payment  levels, 
during  February,  1988  the  total  cost  to  operate  the  general  assistance  program  in 
the  12  assumed  counties  was  $425,354  compared  to  a  total  cost  of  $38,531  for  all 
44  non -assumed  counties. 

As  is  the  case  with  AFDC,  general  assistance  payment  levels  are  set  by  the 
legislature  as  a  percentage  of  the  federal  poverty  index.  According  to  Depart- 
ment of  Social  and  Rehabilitation  Service's  attorneys,  because  both  the  AFDC  and 
General  Assistance  Programs  are  intended  to  serve  similar  indigent  populations 
and  are  based  on  a  similar  needs  tests,  the  payment  levels  must  also  be  compar- 
able to  avoid  violation  of  the  equal  protection  clause  of  the  constitution.  To  be 
consistent  with  the  current  level  funding  for  the  AFDC  Program,  the  general 
assistance  payment  level  has  been  set  at  41  percent  of  the  federal  poverty  index 
for  fiscal  1990  and  40  percent  of  the  federal  poverty  index  in  fiscal  1991. 

Current  level  funding  for  general  assistance  during  the  1991  biennium 
assumes  a  3  percent  growth  in  the  caseload  between  fiscal  1988  and  1989  and  will 
remain  stable  at  the  fiscal  1989  level  through  both  years  of  the  1991  biennium. 
Table  6  shows  the  actual  fiscal  1988,  projected  fiscal  1989,  and  current  level 
1991  biennium  fimding  for  the  General  Assistance  Program. 

Table  6 

Current  Level  Funding  General  Assistance 

Fiscal  1988  through  1991  Biennium 

Actual  Projected  .   -  _  Current  Level  -  -  - 

Fiscal  1988  Fiscal  1989  Fiscal  1990  Fiscal  1991 

Cases  1,857  1,912  1,912  1,912 

Payment  X       $209  X       $211  X       $211  X       $216 

Month  X  12  X  12  X  12  X  12 

Total  Cost  $4^490,142  $4,841^84  $4^841.184  $4,955^904 
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Low- Income  Energy  Assistcince  Program 

The  Low- Income  Energy  Assistance  Program  (LIEAP)  is  a  federally  funded 
program  intended  to  assist  low-income  families  in  meeting  the  fuel  costs  of  home 
heating.  Local  administration  of  the  program  is  provided  by  the  ten  regional 
Human  Resource  Development  Councils.  Under  the  current  administrative  policy, 
the  state  uses  125  percent  of  the  federal  poverty  level  as  the  upper  limit  for 
eligibility.  The  amount  of  the  individual  award  to  a  family  is  calculated  using  a 
complex  matrix  that  includes  evaluation  of  the  family  resources  and  the  type  of 
home.  Federal  regvdations  provide  considerable  flexibility  to  states  in  admin- 
istering the  program:  1)  up  to  10  percent  of  the  grant  award  may  be  used  for 
administration;  2)  10  percent  of  the  grant  may  be  transferred  to  any  other  block 
grant  program;  3)  up  to  20  percent  may  be  transferred  to  the  Weatherization 
Program;  4)  15  percent  of  the  grant  award  may  be  carried  forward  from  one 
federal  fiscal  year  to  the  next;  5)  eligibility  may  be  set  anywhere  up  to  150 
percent  of  the  federal  poverty  index.  Table  7  shows  the  fiscal  1988  actual 
expenditures  for  the  LIEAP  Program,  the  estimated  fiscal  1989  expenditures,  and 
the  current  level  funding  for  the  1991  biennium. 


Table  7 

Low- Income  Energy  Assistance  Funds  and  Expenditures 

Fiscal  1988  Through  the  1991  Biennium 


Actual 

Projected 

-----  Current 

Level  

Funds  Available 

Fiscal  1988 

Fiscal  1989 

Fiscal  1990 

Fiscal  1989 

Grants 

$  9,787,5'»1 

$  8,811,217 

$  8,624,436 

$  8,624,436 

Carry-over 

1,5^2,908 

3,016,162 

2,572,791 

2,296,140 

Total  Funds  Available 

$11,550,^9 

$11,827,379 

$11,197,227 

$10,920,576 

Expenditures 

Transfer  Developmental 

Disability 

$   971,412 

$   881,122 

$   862,443 

$   862,443 

State  Administration 

419,115 

396,505 

588,100 

388,100 

Local  Administration 

407,424 

396,505 

388,100 

388,100 

Fuel  Assistance  Grants 

6,298,329 

7,000,000 

7,000,000 

7,000,000 

Weatherization 

824,551 

1,187,000 

862,444 

862,444 

Refunds 

.606,544) 

(606,544) 

(600,000) 

(600,000) 

Total  Expendittres 

$  8,514,287 

$  9,254,588 

$  8,901,087 

$  8,901,087 

Ending  Fund  Balance 

$_3,016,162_ 

$  2,F72,791 

$_2,296,140_ 

$  2,019,489 

Table  7  shows  that  during  fiscal  1988  approximately  8.5  percent  of  the  fiscal 
1988  grant  award  was  used  for  state  and  local  administration;  10  percent  of  the 
grant  award  was  transferred  to  the  Developmental  Disabilities  Program;  and  8.5 
percent  was  used  in  the  Weatherization  Program.  Because  Table  7  is  set  on  a 
state  fiscal  year  rather  than  a  federal  fiscal  year,  it  appears  that  25  percent  of 
the    grant    award    was    carried    over    to    fiscal    1989.       However,     approximately 
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$300,000,   of  these  "carry  over"  funds  are  committed  under  contracts  that  extend 
to  September  30,   1988,  the  end  of  federal  fiscal  year  1988. 

As  was  discussed  earlier  under  the  section  on  Oil  Overcharge  Funds,  SRS 
has  additional  funds  available  to  the  LIEAP  and  Weatherization  programs  should 
available  LIEAP  federal  grant  funds  be  insufficient.  However,  the  anticipated 
level  of  available  federal  grants  for  the  1991  biennium  appears  to  be  sufficient  to 
meet  anticipated  fuel  assistance  and  weatherization  requirements.  The  reduced 
level  of  federal  grant  awards  does  impact  the  amount  of  federal  funds  that  are 
available  for  transfer  to  the  Developmental  Disabilities  Program.  As  is  discussed 
in  the  section  on  developmental  disabilities,  the  loss  of  federal  funds  will 
necessitate  either  a  reduction  in  services  or  replacement  with  general  fund. 

Aid  to  Families  with  Dependent  Children 

Aid  to  Families  with  Dependent  Children  (AFDC)  is  a  cash  assistance  pro- 
gram for  needy  families  with  dependent  children.  The  AFDC  Program  is  funded 
with  27  percent  general  fund,  2  percent  county  funds,  and  71  percent  federal 
Title  IV- A  funds.  In  addition  to  the  cash  benefit  received,  all  AFDC  recipients 
automatically  qualify  for  medicaid.  Two  factors  determine  the  overall  costs  of  this 
program:     the  caseload  size  and  the  average  monthly  payment  level. 

Although  federal  funds  cover  approximately  71  percent  of  the  cost  of  AFDC, 
states  are  allowed  considerable  flexibility  in  establishing  the  eligibility  criteria  for 
AFDC.  Three  financial  criteria  are  used  to  determine  eligibility  for  AFDC  pay- 
ments: the  need  standard,  the  gross  maximum  income  level,  and  the  payment 
standard.  Table  8  presents  the  need  standard,  the  gross  maximum  income 
allowable  (185  percent  of  the  need  standard),  and  payment  standard  for  Montana 
and  five  other  western  states  in  effect  during  fiscal  1987. 


Table  8 

Monthly  Need  and  Payment  Standards  for  Determining 

AFDC  and  Medicaid  Eligibility  During  Fiscal  1987 


-  -  -  Two -Person  Family  -  -  - 

-  -  -  Three 

-Person 

Family  -  - 

Gross 

Gross 

State 

Income 

Need 

Payment 

Income 

Need 

Payment 

North  Dakota 

$     557 

$323 

$323 

$     686 

$371 

$371 

Wyoming 

592 

320 

320 

666 

360 

360 

Soutli  Dakota 

592 

320 

320 

677 

366 

366 

Montana 

640 

346 

286 

803 

434 

359 

Idaho 

825 

446 

245 

1,025 

554 

304 

Washington 

1,196 

646 

397 

1,480 

800 

492 

First,  under  very  broad  federal  guidelines,  the  state  must  establish  a  need 
standard.  The  need  standard  is  the  amount  of  money  a  state  determines  essential 
to  meet  a  minimum  standard  of  living  in  that  state  for  a  specified  family  size. 
The  federal  regulations  which  a  state  must  follow  in  establishing  a  need  standard 
are  so  broad  that  states  may  use  any  method  considered  reasonable.  As  may  be 
seen  from  Table  8,   the  need  standards  vary  considerably  among  the  seven  states 
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ranging  from  a  high   of  $646  for  a  family  of  two  in  Washington  down   to  $320  in 
Wyoming  and  South  Dakota. 

The  second  criteria  used  to  determine  AFDC  eligibility  is  the  gross  maximum 
income  allowable.  The  gross  income  level  is  the  maximum  amount  of  income  a 
family  unit  may  receive  before  any  deductions  are  made  and  still  qualify  for 
AFDC.  The  only  restriction  federal  regulations  place  on  the  state  in  determining 
the  gross  monthly  income  level  is  that  no  family  unit  whose  gross  income  exceeds 
185  percent  of  the  state's  established  need  standard  for  that  family  size  may  be 
eligible  for  AFDC.  Most  states,  including  Montana,  set  the  gross  monthly  income 
level  at  185  percent  of  the  need  standard. 

The  third  criteria  is  the  payment  standard.  The  payment  standard  is  the 
maximum  amount  of  cash  assistance  the  state  will  pay  a  specific  size  family  unit 
that  qualifies  for  AFDC.  The  only  restriction  the  federal  government  places  on 
the  payment  standard  is  that  it  must  be  greater  than  the  payment  level  in  effect 
on  July  1,  1969  for  comparable  family  size.  As  shown  in  Table  8,  there  is  no 
clear  relationship  between  the  Gross  Income  Standard,  Need  Standard,  and  Pay- 
ment Standard.  For  example,  Idaho  has  both  a  higher  Gross  Income  Standard 
and  Need  Standard  than  Montana,  but  the  Idaho  Payment  Standard  is  substantially 
less  than  the  Payment  Standard  for  Montana. 

In  Montana,  the  payment  standard  has  historically  been  set  by  the  legisla- 
ture as  a  percentage  of  the  federal  poverty  index.  The  1987  legislature  set  the 
maximum  monthly  payment  as  a  percent  of  the  poverty  index  calculated  by  the 
federal  government  and  published  annually  by  the  Department  of  Health  and 
Human  Services.  For  fiscal  1988  the  maximum  monthly  payment  level  was  set  at 
41  percent  of  the  federal  poverty  index,  and  for  fiscal  1989  the  maximum  monthly 
payment  level  was  set  at  40  percent  of  the  federal  poverty  index.  However, 
because  the  state  statutes  specifying  the  payment  levels  for  general  assistance 
were  not  amended,  the  state  has  been  required  to  continue  to  pay  AFDC  benefits 
at  the  fiscal  1987  level  set  in  statute  for  General  Assistance.  Although  the 
payment  level  originally  established  by  the  legislature  for  fiscal  1987  was  equal  to 
47  percent  of  the  federal  poverty  index,  because  the  poverty  index  is  adjusted 
annually  for  inflation,  the  fiscal  1987  AFDC  payment  level  decreases  as  a  percent 
of  the  poverty  index  in  fiscal  years  1988  and  1989.  However,  despite  this  decline 
as  a  percent  of  the  poverty  index,  AFDC  payments  during  the  1989  biennium  were 
actually  higher  than  the  level  authorized  in  the  1989  biennium  appropriation. 
Table  9  shows  the  AFDC  payments  as  a  percent  of  the  federal  poverty  index. 
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Table  9 

Maximum  AFDC  Monthly  Payment  Level 

As  A  Percent  Of  The  Federal  Poverty  Index 


Percent 

Percent 

Percent 

Family 

Paj^ent 

Fiscal  1987 

Fiscal  1988 

Fiscal  1989 

Size 

Level 

Poverty  Index 

Poverty  Index 

Poverty  Index 

1 

$212 

46.7 

44.9 

42.8 

2 

284 

46.8 

45.0 

42.9 

3 

358 

47.9 

44.9 

42.8 

4 

432 

48.0 

45.0 

42.8 

5 

506 

46.8 

45.0 

42.9 

6 

580 

48.0 

45.0 

42.8 

In  addition  to  the  AFDC  payment,  all  AFDC  recipients  qualify  for  medicaid, 
and  most  receive  other  benefits  such  as  assistance  with  fuel  bills,  food  stamps, 
and  day  care.  Including  just  the  AFDC  payment  and  medicaid  benefits,  the 
average  monthly  cost  per  AFDC  recipient  during  fiscal  1988  was  $1,022. 

The  current  level  budget  for  the  AFDC  program  includes  maximum  monthly 
benefits  set  at  41  percent  of  the  poverty  index  for  fiscal  1990  and  40  percent  of 
the  poverty  index  for  fiscal  1991  as  was  the  original  intent  during  the  1987 
legislative  session. 

Although  the  AFDC  average  monthly  caseload  has  continued  to  grow,  the 
following  table  shows  a  significant  decline  in  the  rate  of  growth  in  the  caseload 
since  fiscal  1985. 


Table  10 

AFDC  Average  Monthly  Caseload  For 

Fiscal  1985  Through  Fiscal  1989 


Fiscal 
1985 

7,614 

N/A 

Fiscal 
1986 

8,672 

13.9% 

Fiscal 
1987 

9,320 

7.5% 

Fiscal 
1988 

9,627 

3.3% 

Fiscal 
1989* 

Avg.  Monthly  Caseload 
Percent  Increase 

9,916 
3.0% 

*  Projected 

As  shown  in  Table  10,  the  rate  of  growth  in  the  total  caseload  has  dropped 
from  13.9  percent  between  fiscal  1985-1986  to  3.3  percent  between  fiscal 
1987-1988.  Current  level  projections  of  the  AFDC  caseload  are  based  on  an 
average  monthly  caseload  increase  of  3  percent  per  year  from  fiscal  1989  through 
fiscal  1991. 
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Table   11   shows   the  fiscal   1988  actual  expenditures  for  AFDC,    the  projected 
fiscal  1989,  and  current  level  funding  of  AFDC  during  the  1991  biennium. 


Table  11 
Current  Level  Funding  For  AFDC 
Fiscal  1988  through  1991  Biennium 


Caseload 

Actual 
Fiscal  1988 

Projected 
Fiscal  1989 

-  -   -  Current 
Fiscal  1990 

Level 

Fiscal  1991 

Avg.  Monthly  Caseload 
Regular 
Unemployed  Parent 

8,538 
1,090 

8,794 
1,122 

9,057 
1,190 

9,330 
1,245 

Payment 

Regular 
Unemployed  Parent 

$321.12 
421.94 

$319.50 
411.98 

$321.48 
419.52 

$330.85 
431.80 

Cost 

Regular 
Unemployed  Parent 

$32,900,763 
5,519,062 

$33,716,196 
5,546,898 

$34,939,863 
5,990,781 

$37,041,776 
6,451,109 

Funding 

Federal  Funds 
County  Funds 
General  Funds 

$26,475,797 

769,954 

11.174.074 

$27,056,198 

820,599 

11.386.297 

$29,130,340 

765,402 

11.034.902 

$31,001,729 

761,125 

11,730.031 

Total  Funds 

liidlii§25 

lii-iiiiQii 

MMMi^ 

lii,lii,i§5 

ISSUE  1:     AFDC  PAYMENT  LEVEL 

Historically,  the  legislature  has  set  the  AFDC  payment  level  as  a  percent  of 
the  federal  poverty  index.  Current  level  funding  for  AFDC  includes  AFDC 
payments  set  at  41  percent  of  the  poverty  index  in  fiscal  1990  and  40  percent  of 
the  poverty  index  in  fiscal  1991  which  was  the  intent  of  the  legislature  during  the 
1987  session.  However,  because  the  AFDC  payment  level  is  directly  related  to 
the  general  assistance  payment  level  which  is  set  in  statute  at  the  fiscal  1987 
payment  level,  during  the  1989  biennium  the  state  has  been  required  to  pay  AFDC 
benefits  at  the  fiscal  1987  General  Assistance  payment  level  rather  than  as  a 
percent  of  the  poverty  index.  If  the  current  law  governing  general  assistance 
payment  levels  is  not  changed,  then  the  payment  levels  for  AFDC  and  general 
assistance  will  automatically  remain  frozen  at  the  fiscal  1987  level.  The  following 
table  compares  the  average  monthly  payment  as  a  percent  of  the  federal  poverty 
index  for  the  1989  biennium  and  the  current  level  funding  for  the  AFDC  Program. 
Calculation  of  the  federal  poverty  index  is  based  on  annual  inflation  rates  of 
4.40,   4.75,  and  5.10  percent  from  fiscal  1988  through  fiscal  1991. 
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Table  12 

AFDC  Average  Monthly  Payment  for  Fiscal  1988,   1989,  and  the  Current  Level 

1991  Biennium  as  a  Percent  of  the  Federal  Poverty  Index 


Max .   Avg .   Pajnnent 
Federal  Poverty  Index 
Percent  of  Poverty  Index 


Fiscal 

Fiscal 

Fiscal 

Fiscal 

1988 

1989 

1990 

1991 

mo.  69 

$340.69 

$341.17 

$351.11 

760.90 

794.38 

832.11 

877.77 

44.8 

42.9 

41.0 

40.0 

Table  12  shows  that  by  freezing  the  AFDC  payment  at  approximately  the 
fiscal  1988  level,  by  fiscal  1991  the  AFDC  payment  has  dropped  from  45  percent 
of  the  poverty  index  to  approximately  40  percent.  For  the  1991  biennium,  the 
legislature  could  reestablish  the  AFDC  payment  level  as  a  percent  of  the  federal 
poverty  index.  Table  13  shows  the  average  AFDC  payment  when  set  at  various 
percentages  of  the  federal  poverty  index. 


Table  13 

Comparison  of  Average  Monthly  Payments  at  Various  Percentages 

of  The  Federal  Poverty  Index 


Actual 

Percent 

Percent  of 

Fiscal 

Fiscal 

Fiscal 

Increase 

Poverty  Index 

1988 

1990 
$320.37 

1991 
$320.37 

FY88-91 

Freeze 

$320.37 

0.0 

41 

320.37 

321.48 

339.12 

5.9 

43 

320.37 

337.16 

355.66 

11.0 

45 

320.37 

352.85 

372.20 

16.2 

47 

320.37 

368.53 

388.75 

21.3 

The  legislature  could  maintain  the  current  freeze  on  the  AFDC  payment  level 
or  remove  the  restrictions  in  current  state  law  regarding  the  general  assistance 
payments  and  set  the  AFDC  payment  level  as  a  percent  of  the  poverty  index. 
However,  because  the  AFDC  and  general  assistance  payments  are  directly  related, 
any  adjustment  to  the  AFDC  payment  level  will  also  require  an  equivalent 
adjustment  to  the  general  assistance  payment  level. 

Option  A:  The  legislature  could  continue  the  freeze  on  the  AFDC  and  general 
assistance  payments  at  the  fiscal  1987  payment  level.  This  option 
would  save  $1,020,787  general  fund  during  the  1991  biennium. 

Option  B:  The  legislature  could  set  the  average  monthly  payment  at  47  per- 
cent of  the  poverty  index  which  was  the  payment  level  established 
for  the  1987  biennium.  This  option  would  require  an  additional 
$5,227,810  of  general  fund  for  the  1991  biennium. 
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Option  C:  The  legislature  could  set  the  average  monthly  payment  at  45  per- 
cent of  the  poverty  index.  This  option  would  require  an  addi- 
tional $3,621,197  of  general  fund  for  the  1991  biennium. 

ISSUE  2;     FAMILY  SUPPORT  ACT  OF  1988 

In  September,  1988  Congress  passed  the  Family  Support  Act  of  1988.  As 
passed  by  Congress,  the  act  requires  significant  changes  in  the  way  states  must 
calculate  AFDC  payments  and  imposes  additional  program  requirements  for  contin- 
ued participation  in  the  AFDC  program.  The  act  is  divided  into  three  major 
sections:  1)  Child  Support;  2)  Job  Opportunities  and  Basic  Skills  Training 
(JOBS);  and  3)  Transitional  Assistance.  Because  the  act  was  recently  signed  by 
Congress,  no  federal  implementing  regulations  are  available  against  which  to 
accurately  measure  the  fiscal  impact  of  the  changes.  However,  the  act  does 
require  that  each  state  submit  a  state  plan  specifying  how  the  act  will  be 
implemented.     The  following  is  a  summary  of  the  major  sections  of  the  bill. 

The  Child  Support  section  of  the  act  focuses  primarily  on  identifying  and 
increasing  the  involvement  of  absent  parents.  States  will  be  required  to  adopt 
federal  standards  for  the  establishment  of  paternity.  Judges  and  other  officials 
will  have  to  apply  specific  giudelines  for  child  support  payments  imless  there  is  a 
written  finding  that  the  guidelines  would  be  unjust  or  inappropriate  in  a  parti- 
cular case.  By  1995,  every  state  must  have  a  fully  operating  computerized 
tracking  and  monitoring  system  for  child  support  enforcement.  For  issuance  of 
birth  certificates,  states  must  now  require  that  each  parent  provide  his/her  social 
security  number.  Use  of  the  social  security  number  would  be  restricted  to  child 
enforcement  activities.  The  act  also  requires  an  extensive  data  collection  and 
reporting  system  for  paternity  determination,  location  of  an  absent  parent  for 
purposes  of  establishing  support  obligation,  and  location  of  an  absent  parent  for 
the  purpose  of  enforcing  or  modifying  an  established  obligation.  Implementation 
of  the  provisions  of  the  act  relating  to  child  support  will  require  a  number  of 
additional  administrative  FTE,  as  well  as  computer  support.  At  this  time,  it  is 
not  clear  what  the  federal  financial  participation  will  be.  Some  portions  of  the 
Child  Support  section  are  specifically  ftmded  at  90  percent  federal  funds;  other 
portions  may  be  funded  at  the  current  medicaid  match  rate  of  70  percent  federal 
funds . 

Perhaps  the  most  significant  change  mandated  by  the  Family  Support  Act  is 
the  requirement  that  each  state  must  develop  and  operate  a  Job  Opportunities  and 
Basic  Skills  Training  Program  (JOBS)  for  AFDC  recipients.  By  state  fiscal  year 
1990,  at  least  7  percent  of  the  nonexempt  AFDC  caseload  must  participate  in  the 
JOBS  Program.  The  required  percent  participation  increases  to  11  percent  by 
fiscal  1991.  Federal  funding  is  available  to  states  for  the  JOBS  Program. 
Current  estimates  of  federal  funds  available  tc  Montana  for  the  1991  biennium  are 
$2,764,000  in  fiscal  1990  and  $3,341,000  in  fiscal  1991.  However,  these  federal 
funds  will  require  a  general  fund  match  of  $996,188  in  fiscal  1990  and  $1,223,589 
in  fiscal  1991.  Prior  to  receipt  of  any  federal  funds  the  state  must  submit  a  state 
plan  describing  how  the  state  intends  to  implement  the  JOBS  Program.  Although 
the  federal  regulations  specifically  designate  the  state  welfare  agency  (SRS)  as 
responsible  for  administration  of  the  program,  considerable  coordination  will  be 
required  between  the  departments  of  Social  and  Rehabilitation  Services  and  Labor 
and  Industry.  The  act  also  requires  that  the  Governor  of  the  state  assure  that 
program  activities  are  coordinated  with  programs  operated  under  the  federal  Jobs 
Training   Partnership   Act   (JTPA)    and   other   relevant  employment,    training,    and 
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education  programs.  SRS  has  indicated  a  preliminary  draft  of  the  state  plan 
should  be  available  for  legislative  consideration  during  the  1989  legislative 
session . 

The  Transitional  Assistance  section  of  the  act  deals  with  additional  support 
services  the  state  must  provide  to  assist  welfare  clients  in  transition  from  the 
welfare  system.  The  act  requires  that  the  designated  state  agency  for  welfare 
(SRS)  must  guarantee  child  care  for  every  AFDC  recipient  if  such  child  care  is 
determined  to  be  necessary  for  an  individuals  employment,  or  participation  in 
state  approved  educational  or  training  activities.  All  day  care  for  AFDC  children 
will  have  to  meet  all  state  licensing  laws  and  health  and  safety  standards.  The 
act  authorizes  $13  million  in  federal  fiscal  year  1990  and  1991  for  grants  to  states 
to  improve  their  child  care  programs.  Under  current  federal  regulations,  the 
state  has  no  obligation  to  provide  child  care  to  AFDC  recipients  once  their 
eligibility  for  the  program  terminates.  The  new  Family  Support  Act  will  require 
the  state  to  provide  child  care  to  AFDC  recipients  for  up  to  12  months  after  the 
last  month  for  which  the  family  received  assistance.  Additionally,  while  current 
federal  regulations  allow  the  state  to  extend  medicaid  coverage  to  AFDC  recipients 
for  up  to  nine  months  after  they  lose  AFDC  eligibility,  the  new  act  mandates  that 
medicaid  coverage  be  extended  for  all  AFDC  recipients  for  12  months  after  they 
have  lost  eligibility  for  the  AFDC  program  due  to  excessive  earnings.  However, 
during  the  last  six  months,  the  state  may  impose  an  income  related  premium  for 
the  continued  medicaid  coverage.  Finally,  the  Transitional  Assistance  section 
changes  the  way  income  eligibility  for  AFDC  payments  is  calculated.  The 
standard  income  disregard  has  been  increased  from  $75  to  $90,  the  disregard  for 
child  care  has  been  increased  from  $160  to  $175  per  child  per  month  ($200  for  a 
child  under  two  years  old)  and  the  manner  in  which  the  one- third  income 
disregard  is  deducted  has  also  been  changed.  The  net  effect  of  the  above 
changes  in  calculating  income  eligibility  for  AFDC  is  to  allow  families  to  earn  more 
income  and  still  retain  their  eligibility  for  AFDC  benefits. 

As  noted  above,  federal  regulations  for  implementation  of  the  new  Family 
Support  Act  of  1988  have  not  yet  been  written.  Until  the  federal  regulations  are 
published  and  the  state  has  an  approved  plan  for  implementing  the  act,  it  is  not 
possible  to  determine  what  the  act's  ultimate  fiscal  impact  will  be  during  the  1991 
biennium.  However,  it  is  clear  from  information  currently  available  through  the 
National  Council  of  State  Legislatures  and  the  National  Governor's  Association  that 
the  new  federal  legislation  will  require  considerable  additional  resources  in  terms 
of  FTE  to  administer  the  provisions  of  the  act  and  funds  to  pay  the  additional 
benefits  mandated. 
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Budget  Item 


Personal  Services 
Operating  Expenses 


Total  Expenditures 


ELIGIBILITY  DETERMINATION 


Actual 

Appropriated 

-  -  -  Current 

Level  

v.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

1988 

1989 

1990 
388.55 

1991 
388.55 

Biennium 

401.31 

388.75 

(12.76) 

$8,197,501 

$8,Z't3,516 

$8,222,674 

$8,238,711 

0.12 

139,835 

138,«Z 

139,776 

139,751 

0.45 

$8,337,536 

$8,381,948 

$8,362,450 

$8,378,462 

_0^13_ 

Fund  Sources 

General  Fund 
Federal  Revenue 

Total  Funds 


$2,111,880 
6,225,456 


$2,234,149 
6,147,799 


$8,381,948 


$2,199,927 
6,162,523 


$8,362,450 


$2,204,503 
6,173,959 


$8,378,462 


1. 

10 

.34 
.30) 

0 

.13 

Program  Description 

The  Eligibility  Determination  Program  includes  funding  for  county  welfare 
eligibility  staff,  clerical  staff,  and  county  welfare  directors'  salaries.  The 
primary  function  of  the  program  is  determination  of  client  eligibility  for  food 
stamps.  Aid  to  Families  with  Dependent  Children,  medicaid,  and  general 
assistance. 

Budget 

The  Eligibility  Determination  Program  budget  for  the  1991  biennium  is  a 
continuation  of  the  current  level  expenditure  base  established  during  fiscal  1988. 
The  12.76  FTE  difference  between  the  fiscal  1988  actual  and  the  current  level 
1991  biennium  is  due  to  a  budget  amendment  authorized  during  fiscal  1988  to 
increase  eligibility  technicians  in  non- assumed  county  welfare  programs.  During 
the  1989  biennium,  a  7  percent  vacancy  savings  factor  was  applied  to  the 
Eligibility  Determination  Program.  Actual  vacancy  savings  during  fiscal  1988  was 
4.1  percent.  .  A  4  percent  vacancy  savings  is  used  for  the  1991  biennium.  The 
personal  services  cost  increase  is  due  primarily  to  more  vacancy  savings  in  fiscal 
1988  than  budgeted  in  fiscal  1990  and  1991.  Operating  costs  increase  slightly  due 
to  fiscal  1988  operating  expenses  being  $1,141  above  the  appropriated  level. 
These  expenditures  were  continued. 

Funding 

Funding  for  the  program  is  a  combination  of  federal  funds,  county  funds, 
and  general  fund.  For  the  12  counties  where  the  state  has  assumed  responsibility 
for  administration  of  the  county  welfare  program,  the  funding  ratio  is 
approximately  52  percent  general  fund  and  48  percent  federal  funds.  In  the 
remaining  non-assumed  counties  the  funding  is  approximately  52  percent  county 
funds  and  48  percent  federal  funds.  The  actual  ratio  of  general  fund  to  other 
funds  is  based  on  the  amount  of  time  eligibility  staff  spend  on  various  state  or 
federal  welfare  programs. 


B-93 


DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 
Page  22 


ADMINISTRATION  AND 

SUPPORT 

Actual 

Appropriated 

-   -   -  Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

7Z.ZZ 

73.20 

71.20 

71.20 

(1.02) 

$l,8<i8,776 

$1,940,087 

$1,816,317 

$1,819,968 

(4.03) 

Operating  Expenses 

97<f,130 

985,235 

1,131,241 

1,010,758 

9.32 

Equipment 

22,663 

19,062 

25,000 

25,000 

19.83 

Total  Expenditures 

$2,8«,569 

========== 

$2,944,384 

$2,972,558 

$2,855,726 

========== 

_0^66_ 

Fund  Sources 

General  Fund 

$     956,389 

$1,224,994 

$1,014,785 

$     955,933 

(9.66) 

Federal   Revenue 

1,889,180 

1,719,390 

1,957,773 

1,899,793 

6.90 

Total  Funds 

$2,845,569 

========== 

$2,944,384 

$2,972,558 

========== 

$2,855,726 

========== 

0.66 

====== 

Program  Description 

The  Administration  and  Support  Services  Program  includes  the  director's 
office,  fiscal  bureau,  legal  office,  support  staff  for  statistics  and  research, 
personnel  management,  and  data  processing.  The  program  provides  the  agency's 
overall  direction  for  policy  development,  budgeting,  and  coordination  of  services. 

Budget 

The  reduction  in  personal  services  costs  reflects  the  transfer  of  two 
administrative  positions  from  the  Administration  and  Support  Program  to  the 
Economic  Assistance  Program.  During  the  1987  biennium,  costs  for  the  two 
positions  were  allocated  between  various  programs  within  SRS.  However,  since  the 
Social  Services  Program  was  transferred  to  the  new  Department  of  Family  Services 
by  the  1987  legislature,  the  majority  of  costs  for  the  positions  have  been  allocated 
to  the  Economic  Assistance  Division.  Transfer  of  the  positions  simplifies 
accounting  of  actual  program  costs.  The  $157,000  increase  in  operating  costs 
between  fiscal  1988  actual  expenditures  and  the  current  level  1990  budget  is 
primarily  due  to  the  following  four  factors:  1)  $84,172  increase  in  audit  fees;  2) 
$33,75R  increase  in  insurance  and  bonding  costs;  3)  $16,040  increase  in  postage 
and  mailing  due  to  anticipated  increases  in  medicaid  and  AFDC  warrants;  and  4) 
$7,977  increase  in  building  rent.  The  fiscal  1991  current  level  is  $120,483  less 
than  fiscal  1990  primarily  due  to  all  of  the  legislative  audit  costs  being  allocated 
to  fiscal  1990. 

Funding 

Funding  for  the  Administration  and  Support  Program  is  derived  from  a 
complex  cost  allocation  system  based  on  the  amount  of  time  spent  by 
Administration  and  Support  personnel  in  support  of  the  other  programs  in  the 
department.  The  funding  ratio  for  the  1991  biennium  is  based  on  fiscal  1988 
actual  expenditures  which  results  in  a  9.66  percent  reduction  in  general  fund. 
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COUNTY  ADMINISTRATION 

Actual 

Appropriated 

-   -   -  Current 

Level    

'/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 
0.00 

1989 

1990 
0.00 

1991 
0.00 

Biennium 

F.T.E. 

0.00 

0.00 

Operating  Expenses 

$1,509,369 

$1,242,314 

$1,070,745 

$1,087,083 

(15.441 

Equipment 

36,483 

15,262 

25,000 

25,000 

13.57) 

Total  Expenditures 

$1,345,852 

$1,257,576 

========== 

$1,095,743 

$1,112,083 

Li§-??i 

Fund  Sources 

General  Fund 

$     881, IZ5 

$      918,972 

$      679,361 

$     689,491 

(23.96) 

Federal  Revenue 

'♦64,727 

358,604 

416,382 

422,592 

4.44 

Total  Funds 

$1,345,852 

$1,257,576 

$1,095,743 

$1,112,083 

========== 

L15l?9i 

Program  Description 

The  County  Administration  Program  includes  the  majority  of  the  operating 
and  equipment  costs  associated  with  administration  of  welfare  in  the  12  counties 
where  the  state  has  assumed  responsibility  for  the  covmty  welfare  programs. 
Personal  services,  benefits,  and  the  remaining  operational  costs  associated  with 
state  assumption  of  county  welfare  programs  are  contained  in  the  Assistance 
Payments,   EUgibUity  Determination,  and  Medical  Assistance  Programs. 

Budget 

The  15.4  percent  reduction  in  operational  costs  between  the  1989  and  1991 
bienniums  is  primarily  the  result  of  $286,000  of  operational  costs  per  year  of  the 
1989  biennium  included  in  the  County  Administration  budget  which  should  have 
been  charged  to  the  new  Department  of  Family  Services.  When  the  County 
Administration  current  level  budget  is  adjusted  for  the  excess  $286,000  per  year, 
there  is  a  net  increase  of  $48,000  in  operational  costs  between  fiscal  1988  actual 
expenditures  and  the  fiscal  1990  current  level,  or  an  increase  of  4.6  percent. 
This  net  increase  in  opera lional  expenses  is  due  primarily  to  a  5  percent  per  year 
increase  in  the  cost  of  the  food  stamp  issuance  contract  with  local  counties  and  a 
5  percent  per  year  increase  in  the  contract  with  Consultec  to  monitor  state 
medical  claims. 

Funding 

Funding  for  the  County  Administration  program  is  a  combination  of  general 
fund  and  federal  funds  from  a  variety  of  federal  programs.  The  ratio  of  general 
fund  to  federal  funds  for  current  level  funding  in  the  1991  biennium  is  the  same 
as  actually  experienced  by  the  program  during  fiscal  1988.  The  23.9  percent 
reduction  in  general  fund  for  the  1991  biennium  reflects  the  reduction  of  $206,000 
that  was  erroneously  included  in  the  1989  biennium,  and  the  lower  state/federal 
funding  ratio  that  was  realized  in  fiscal  1988  as  opposed  to  the  state/federal 
funding  ratio  appropriated  for  fiscal  1989. 
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MEDICAL  ASSISTANCE 


Budget  Item 

F.T.E. 

Personal  Services 
Operating  Expenses 
Equipment 


Actual 

Appropriated 

-  -  -  Current 

Level  

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1988 
31.99 

1989 

1990 
31.99 

1991 

31.99 

31.99 

$ 

881 ,420 

$ 

893,07'i 

$    901, 084 

$ 

902,565 

1,869,079 

3, 545, 399 

1,949,991 

1,951,322 

_ 

51,155 

_ 

1,700 

4,605 



3,503 

v.   Change 

1989-91 

Biennium 

0.00 

1.64 
(27.95) 
(84.66) 


Total  Operating  Costs 


$  2,801,654 


$  4,440,173    $   2,855, 


$  2,857,390 


DHES  Survey 
Disabled  Waiver 
Elderly  Waiver 
Indian  Health 
Medicare  Buy-In 
State  Medical 
Medicaid  Institutions 
Medicaid  Nursing  Homes 
Medicaid  Primary  Care 

Total  Benefits 

Total  Expenditures 

Fund  Sources 

General  Fund 
State  Special 
Federal  Revenue 

Total  Funds 


$    207,565  $    207,080  $    276,330 

1,220,592  1,352,650  1,352,650 

1,597,367  1,542,061  1,542,061 

1,577,486  1,577,486  1,735,235 

2,213,278  2,231,934  3,576,524 

4,650,669  6,000,000  4,500,000 

12,997,672  14,357,421  14,194,020 

48,556,943  48,555,000  51,664,273 

79,761,553  95,406,635  94,012,258 

$152,783,125  $171,250,267  $172,855,351 

$155,584,779  $175,670,440  flZ5>I09,031 

$  44,551,862  $  48,192,079  $  47,397,785 

7,168,000  7,349,000  7,349,000 

103,864,917  120,129,361  120,962,248 

$155,584,779  $175,670,440  ?lZ5»Z9?i911 

Fiscal  1990  

General  Fund  Other  Funds 


$    274,444  32.83 

1,352,650  5.13 

1,542,061  (1.76) 

1,908,758  15.50 

4,451,599  80.60 

4,500,000  (15.50) 

14,636,004  5.39 

52,961,047  7.74 

98,885,738  10.12 

$180,512,301  9.06 

$183,369,691  __§i*9_ 

$  49,677,081  4.67 

7,349,000  1.25 

126,343,610  10.41 

Fiscal  1991  

General  Fund      Other  Funds 


1 .  Medical  Necessity  for 
Medicaid  Services 


$   (749,580) 


$(1,850,420) 


$   (804,160)     $(1,995,840) 


2.  Elim.  of  Selected  Optional 
Services 
Option  Ai 
Option  Bi 


(1,002,130) 
(502,795) 


(2,473,870) 
(1,241,705) 


(1,053,736)      (2,615,264) 
(529,080)      (1,313,120) 
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Program  Description 

The  Medical  Assistance  Program  administers  a  variety  of  programs  designed 
to  meet  the  medical  needs  of  the  state's  low  income  population.  Included  among 
these  programs  is  the  state's  participation  in  medicaid,  which  is  a  joint 
federal/state  funded  program  to  reimburse  nursing  homes,  hospitals,  physicians, 
and  other  medical  service  providers  for  the  care  and  treatment  of  individuals  who 
qualify  for  Aid  to  Families  With  Dependent  Children  (AFDC);  the  aged,  blind  or 
disabled;  or  the  medically  needy.  Home  and  community  based  services  have  been 
significantly  expanded  under  a  medicaid  waiver  program  to  provide  the  elderly 
and  disabled  with  alternatives  to  nursing  home  care.  The  State  Medical  Program, 
which  is  designed  to  provide  medical  services  to  indigent  persons  who  do  not 
qualify  for  medicaid,  is  also  administered  through  the  Medical  Assistance  Program. 
Two  federal  "pass- through"  grants  are  administered  by  the  program:  1)  funds  to 
conduct  reviews  of  nursing  home  compliance  with  federal  regulations  are  passed 
through  to  the  Department  of  Health  and  Environmental  Sciences;  2)  and  federal 
funds  for  various  health  services  on  Indian  reservations  are  passed  through  SRS 
to  the  reservations. 

Budget 

The  current  level  budget  for  operating  expenses  in  fiscal  1990  increases 
$80,912,  or  4  percent  above  fiscal  1988  actual  expenditures.  The  major  portion  of 
the  increase  is  for  a  series  of  contracts  with  the  Montana/ Wyoming  Foundation  for 
Medical  Care  to  provide  medical  audits  of  the  appropriateness  of  care  in  nursing 
homes  and  inpatient  hospitalization.  The  current  level  budget  also  includes 
$9,750  per  year  of  the  1991  biennium  for  contracts  with  various  professional 
consultants  to  assist  the  department  in  monitoring  the  appropriateness  of  medicaid 
expenditures  for  such  services  as  drugs,  speech  therapy,  audiology  services, 
occupational  therapy,  and  physical  therapy.  A  major  operating  expense  for  the 
Medical  Assistance  Program  is  the  contract  with  Consultec,  Inc.  Under  the  terms 
of  the  contract,  Consultec  serves  as  the  fiscal  intermediary  for  the  Medicaid  and 
State  Medical  programs.  During  the  1987  legislative  session,  the  annual  cost  of 
the  Consultec  contract  was  estimated  to  be  $200,000  per  month  beginning  in  March 
of  fiscal  1988.  When  the  contract  was  finally  negotiated,  the  actual  cost  per 
month  was  $94,000,  which  resulted  in  excessive  appropriation  authority  for  the 
program  in  fiscal  years  1988  and  1989.  The  current  level  operating  budget 
includes  $1,128,000  per  year  for  the  Consultec  contract. 

Benefits 

Overall  expenditures  for  benefits  increase  $27.7  million  from  fiscal  1988  to 
fisral  1991,  or  18.1  percent  over  the  fiscal  1988  expenditure  level.  The  most 
significant  increase  occurs  in  the  medicaid  Primary  Care  Program  which  alone 
accounts  for  a  $19.1  million  increase  between  fiscal  1988  and  fiscal  1991.  Costs 
for  the  Medicare  Buy- In  Program  also  have  increased  significantly  primarily  as  a 
result  of  new  federal  legislation  that  will  increase  the  cost  for  state  participation 
in  the  program.  However,  due  to  an  increase  in  the  federal  funding  ratio,  a 
large  portion  of  the  increase  in  service  cost  is  absorbed  by  the  increase  in 
federal  financial  participation.  Although  this  federal  "windfall"  is  available  during 
the  1991  biennium,  if  Montana's  economic  situation  improves,  the  federal  matching 
ratio  will  be  reduced  and  the  general  fund  will  absorb  the  increased  service  level. 
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Department  of  Health  Surveys 

The  Department  of  Health  and  Environmental  Sciences  inspects  all  nursing 
homes  receiving  medicaid  reimbursement  to  ensure  compliance  with  federal  medicaid 
regulations.  As  the  state  administering  agency  for  medicaid,  funding  for  the 
surveys  is  awarded  to  SRS,  which  then  passes  these  funds  through  to  the 
department  of  health.  Current  level  funding  for  the  surveys  is  $276,330  in  fiscal 
1990  and  $274,444  in  fiscal  1991.  The  significant  increase  in  medical  fimds  for 
the  nursing  home  surveys  resvdts  from  an  increased  emphasis  on  medicaid 
certification  reviews  with  a  corresponding  reduction  in  medicare  license  reviews. 
Although  funds  passed  through  by  SRS  are  100  percent  federal  funds,  the 
department  of  health  must  match  these  funds  with  general  fund  equal  to  $83,850 
in  fiscal  1990  and  $83,530  in  fiscal  1991. 

Medicaid  Waiver 

As  an  alternative  to  nursing  home  care,  medicaid  regiilations  allow  reim- 
bursement for  a  variety  of  home  and  community  based  services.  To  be  eligible 
for  home  and  community  based  services,  the  individual  must  be  certified  as 
requiring  the  same  level  of  care  as  would  be  provided  in  a  nursing  home. 
Services  provided  under  the  waiver  include  case  management,  homemaker  serv- 
ices, respite  care,  personal  care  attendant  services,  adult  day  care,  medical 
alert,  and  transportation  services.  When  first  authorized  by  the  legislature 
during  the  1985  biennium,  the  program  was  specifically  targeted  at  the  elderly 
population.  However,  as  the  program  expanded  during  fiscal  1986,  there  was  an 
increasing  number  of  disabled  individuals  served  by  the  program.  Because  the 
cost  of  providing  services  to  the  disabled  is  significantly  higher  than  the  cost  of 
services  to  the  elderly,  the  total  number  of  persons  who  can  be  served  by  the 
program  within  the  budget  established  by  the  legislature  is  determined  by  the  mix 
of  disabled  and  elderly  clients.  In  order  to  track  expenditures  according  to  the 
type  of  client  served,  the  1987  legislature  established  separate  appropriations  for 
the  disabled  and  elderly  portions  of  the  waiver  program.  Table  14  shows  the 
fiscal  1988  waiver  expenditures  for  elderly  and  disabled  clients. 


Comparison 

Table  14 
Of  Waiver  Services  For  Elderly  and  Disabled 

Clients 

Elderly 

Disabled 

Total 

Monthly  Caseload 
Cost/Case 

$             205 
7.791 

$            116 
10.522 

$            321 
8,779 

Total  Cost 

Ih^iiiiiz 

tum.m 

n.m.m 

As  shown  in  Table  14,  during  fiscal  1988  the  average  cost  to  provide 
services  to  a  disabled  client  was  $2,730  more  than  the  cost  to  provide  services  to 
an  elderly  client.  During  fiscal  1988,  a  total  of  465  elderly  and  206  disabled 
clients  were  served  by  the  program. 

Because  the  state  has  specifically  requested  a  waiver  of  "statewideness"  and 
does  not  have  to  provide  home  and  community  based  services  to  all  individuals 
who  might  be  eligible,    the  program  is  not  comparable  to  other  medicaid  programs 
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in  the  sense  of  "entitlement"  and  the  state  can  restrict  the  growth  of  these 
services.  Therefore,  current  level  funding  for  the  program  does  not  include  any 
funds  for  increased  caseload  and  funding  for  the  program  during  the  1991 
biennium  is  equal  to  the  fiscal  1989  appropriation  for  the  program. 

Indian  Health 

Because  SRS  is  the  state  administering  agency  for  the  medicaid  program, 
medicaid  funds  to  support  a  variety  of  Indian  health  services  on  the  seven  Indian 
reservations  in  Montana  are  passed  through  the  department.  These  funds  are  100 
percent  federal  funds  and  are  passed  through  SRS  to  the  Bureau  of  Indian 
Affairs.  The  department  estimates  that  $1,735,235  will  be  available  for  fiscal  1990 
and  $1,908,758  will  be  available  for  fiscal  1991.  These  amounts  have  been 
included  as  current  level. 

Medicare  Buy- In 

The  federal  medicare  program  actually  consists  of  two  separate,  but 
complementary,  programs:  1)  Hospital  Insurance,  or  Part  A;  and  2)  Supplemental 
Medical  Insurance,  or  Part  B.  Part  A  covers  inpatient  hospital  and  skilled 
nursing  care  and  is  available  at  no  cost  to  all  persons  65  years  of  age  and  over 
who  receive  a  monthly  social  security  cash  benefit.  Part  B  covers  other  medical 
costs  incurred  outside  a  hospital  setting.  However,  there  is  a  monthly  premium 
charge  for  this  coverage  that  must  be  paid  either  by  the  individual  or  by  the 
state  under  a  federal/state  medicare  "buy-in"  agreement.  The  advantage  to  the 
state  in  participating  in  the  buy-in  agreement  is  that  medical  costs  for  medicaid 
clients  who  are  also  medicare  eligible  are  then  paid  under  the  medicare  program, 
which  is  100  percent  federally  funded.  For  medicaid  clients  who  are  receiving  a 
cash  payment  under  SSI  or  AFDC  the  cost  of  the  Part  B  premium  is  considered  a 
medicaid  vendor  payment  and  paid  at  the  same  federal/state  ratio  as  other 
medicaid  costs.  For  medicaid  clients  who  do  not  receive  a  cash  payment,  the  cost 
of  the  Part  B  premium  is  100  percent  general  fund.  The  amount  of  the  Part  B 
premium  is  established  by  the  federal  government  and  is  estimated  to  be  $31.25 
per  month  in  fiscal  1990  and  $37.40  in  fiscal  1991,  an  increase  of  124  percent  over 
the  fiscal  1987  premium  level.  Table  15  shows  the  buy-in  caseload.  Part  B 
premium,   and  funding  for  the  buy-in  program. 


B-99 


DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 
Page  28 


Table  15 

Medicare  Buy- In  Expenditures  for  Fiscal  1987 

Through  Fiscal  1988,   Projected  Fiscal  1989  and  the 

Current  Level  Funding  for  the  1991  Biennium 


Actual 

-  -  -  Current 

Level  

Fiscal 

Fiscal 

Fiscal* 

Fiscal 

Fiscal 

1987 

1988 

1989 

1990 

1991 

Caseload 

8,750 

8,900 

8,558 

8,900 

9,256 

Federal  Premium 

$     16.70 

$ 

21.35 

$ 

28. '♦O 

$    31.25 

$    37.^0 

Actual  Payment 

16.08 

20.79 

30.<»9 

33.55 

^0.15 

General  Funds 

1,012,767 

1 

,293,662 

2 

,008,116 

2,293,513 

2,852,203 

Federal  Funds 

676,700 

— 

919,616 

-^ 

,117,216 

1,283,011 

1,599,396 

Total 

$1,689,^67 

!? 

,213,278 

$3 

,125,332 

$3,576,52^ 

$^,«1,599 

•Projected 

Data  presented  in  Table  15  shows  that  the  actual  amount  paid  by  the  state 
for  the  medicare  buy-in  premium  for  fiscal  1987  and  fiscal  1988  is  less  than  the 
premium  established  by  the  federal  government.  According  to  SRS  staff,  this 
variance  is  due  to  retroactive  adjustments  made  to  the  buy-in  caseload  and 
premium  payments  made  during  the  year.  Additionally,  SRS  staff  have  indicated 
that  the  buy- in  caseload  reported  for  fiscal  years  1987  and  1988  include  duplicate 
counts  of  cases  where  retroactive  payments  were  made.  In  May  1988,  the 
department  changed  the  method  used  to  count  buy-in  cases  so  that  the  caseload 
reported  would  reflect  an  unduplicated  coimt  of  cases.  The  effect  of  this 
adjustment  was  to  lower  the  caseload  (as  shown  in  the  projected  caseload  for 
fiscal  1989)  but  to  increase  the  payment  above  the  federally  established  premium 
level.  Current  level  funding  for  the  buy-in  program  includes  a  4  percent 
caseload  growth  per  year  from  fiscal  1989  through  the  end  of  the  1991  biennium. 

State  Medical 

As  part  of  the  state's  assumption  of  county  welfare  programs  in  fiscal  1984, 
SRS  assumed  responsibility  for  administration  and  funding  of  the  county  level 
medical  program  in  the  12  state  assumed  counties.  Table  16  shows  the  growth  of 
the  costs  of  the  state  medical  program  in  the  12  state  assumed  counties  from  fiscal 
1984  through  fiscal  1988  and  the  current  level  funding  for  the  program. 
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Table  16 

State  Medical  Expenditures  for  Fiscal  1983 

Through  Fiscal  1988  and  the  Current  Level  Budget 

Fiscal  Year  Total  Costs 

1983  $2,524,512 

1984  2,731,042 

1985  2,723,848 

1986  2,556,945 

1987  5,157,717 

1988  4,650,669 


Current  Level 


1990  4,500,000 

1991  4,500,000 


Table  16  shows  that  although  there  was  an  increase  in  costs  between  fiscal 
1983  and  1984  which  was  the  first  year  of  state  assumption,  from  fiscal  1984 
through  fiscal  1986  state  medical  program  costs  actually  declined.  However,  in 
fiscal  1987,  expenditures  for  the  State  Medical  Program  increased  102  percent  over 
the  fiscal  1986  expenditure  level.  Because  SRS  does  not  maintain  statistics  on  the 
characteristics  of  the  state  medical  population  it  was  not  possible  to  tell  why  costs 
increased  so  significantly  during  fiscal  1987.  During  the  1987  legislative  session, 
SRS  staff  did  report  anecdotal  data  that  would  suggest  that  the  cost  per  client 
was  increasing  as  a  result  of  increased  caseloads,  increased  service  utilization, 
and  litigation  by  hospitals  seeking  reimbursement  for  indigent  care.  Based  on 
SRS  testimony,  the  legislature  appropriated  $6,000,000  per  year  of  the  1989 
biennium  for  the  State  Medical  Program.  However,  as  shown  in  Table  16,  actual 
expenditures  during  fiscal  1988  were  only  $4,650,000.  Again,  there  is  not  suf- 
ficient statistical  information  available  to  explain  the  drop  in  state  medical  costs 
between  fiscal  1987  and  1988.  Anecdotal  data  suggests  that  the  decline  in  costs 
may  be  due  to  a  shift  of  clients  from  the  state  funded  general  relief  program  to 
medicaid.  As  discussed  under  the  Assistance  Payments  section,  SRS  contracts 
with  the  Montana  Legal  Services  Association  to  provide  legal  assistance  to  general 
assistance  clients  in  their  application  for  federal  disability  programs.  Once 
qualified  for  federal  disability  payments,  these  individuals  would  automatically 
qualify  for  medicaid.  because  qualification  for  federal  disability  payments 
requires  a  substantiated  medical  disability,  the  likelihood  is  that  clients  shifted  to 
the  federal  program  are  individuals  who  would  have  had  high  state  medical  costs. 

Current  level  funding  for  the  State  Medical  Program  is  based  on  a  continued 
decline  in  the  costs  of  the  State  Medical  Program  through  fiscal  1989  and  that  by 
the  end  of  fiscal  1989,  the  majority  of  cUents  who  have  serious  medical  problems 
will  have  been  shifted  to  the  medicaid  program  and  the  costs  will  stabilize  around 
$4.5  million  per  year. 

Medicaid-  Institutions 

Medicaid  reimbursement  for  resident  care  in  the  state  institutions  is  a 
function  of  the  medicaid  rate  per  day  of  care  times  the  total  number  of  days  of 
care  minus   the   third  party  reimbursements   such  as   insurance  and  private   pay- 
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ments.  Because  all  state  institutions  are  funded  with  general  fund,  the  medicaid 
revenue  generated  through  reimbursements  is  an  important  offset  to  the  state's 
cost  of  operating  the  institutions.  Table  17  shows  the  total  expenditures  for 
state  institutions  receiving  medicaid  reimbursement,  the  federal  portion  of  the 
medicaid  revenue  received,  and  the  federal  revenue  as  a  percent  of  the  total 
institutional  costs. 


Table  17 

State  Institution  Cost  During  Fiscal  1988 

and  Federal  Medicaid  Revenue  as  a  Percent  of  Total  Costs 


Institution 

Actual  FY88 
Cost 

Federal 
Medicaid 
Revenue 

$6,051,324 

915,374 

1,179,581 

751.454 

MMUm 

Revenue 

as  %  of 

Total  Costs 

Mt.   Dev.   Center 

Center  For  the  Aged 

Eastmont 

Montana  State  Hospital 

Total 

$11,842,823 

2,622,796 

2,152,137 

21.028.825 

51.1 

34.9 

54.8 

3.6 

As  may  be  seen  from  the  above  table,  during  fiscal  1988  the  state  received 
$8.8  million  of  federal  revenue  or  approximately  24  percent  of  the  total  cost  of 
operation  of  the  four  institutions.  Current  level  funding  is  based  on  each 
institution  receiving  the  maximum  reimbursement  rate  per  day  of  care  allowed 
under  state  and  federal  regulations.  The  medicaid  reimbursed  rate  per  day  for 
the  Montana  Developmental  Center  increases  6.4  percent  from  fiscal  1988  to  fiscal 
1989  and  3  percent  per  year  for  the  1991  biennium.  The  large  increase  in  the 
rate  per  day  between  fiscal  1988  and  1989  results  from  an  adjustment  made  by 
SRS  to  bring  the  rates  in  line  with  the  actual  costs  allowed  under  current  federal 
regulations.  The  following  table  shows  the  medicaid  reimbursement  by  institution 
for  the  1991  biennium.  Figures  included  in  Table  18  for  medicaid  reimbursement 
during  fiscal  1988  report  the  most  recent  estimate  of  actual  cost  rather  than  the 
total  amount  accrued  and  recorded  in  the  state's  accounting  system. 
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Current  Level 

Table  18 
Total  Medicaid  Funding 

for  State  Institutions 

Institution 

Fiscal  1988 

Fiscal  1990 

Fiscal  1991 

Mt.   Dev.   Center 

Center  For  the  Aged 

Eastmont 

Montana  State  Hospital 

$  8,781,490 
1,328,362 
1,711,771 
1.090.486 

$  9,877,095 
1,332,929 
1,806,878 
1.177.118 

$10,185,205 
1,378,130 
1,864,830 
1.207.839 

Total 

|i2iil2.1Q§ 

UhlihM 

IliiiiiiQQi 

Funding 

Federal  Funds 
General  Funds 

$  8,897,734 
4.014.375 

$10,101,884 
4.092.136 

$10,432,543 
4.203.461 

Total 

|i2xil2.lQi 

iii*lii-Q?Q 

|li*i3§iQQi 

Reimbursement  for  institutions  increases  $1,204,150  from  fiscal  1988  to  the 
current  level  funding  for  fiscal  1990.  The  majority  of  the  increase  is  attributable 
to  the  increase  in  the  rate  per  day  authorized  for  the  Montana  Developmental 
Center.  Due  to  the  change  in  the  federal/state  funding  match,  federal  fimds 
absorb  most  of  the  increase  in  costs  between  fiscal  1988  and  the  1991  biennium. 

Medicaid  Nursing  Homes 

Total  medicaid  nursing  home  costs  are  the  product  of  the  total  estimated 
number  of  nursing  home  beds,  the  percent  of  nursing  home  beds  filled  by 
medicaid  patients,  and  the  medicaid  reimbursement  rate.  Although  there  has  been 
a  steady  growth  in  the  elderly  population  and  consequently  the  potential  number 
of  medicaid  eligible  nursing  home  clients,  analysis  of  the  average  monthly  caseload 
and  average  monthly  nursing  home  bed  days  used  by  medicaid  eligible  clients 
shows  a  declining  utilization  of  nursing  homes  relative  to  the  number  of  medicaid 
eligible  recipients.  Table  19  presents  the  average  monthly  nursing  home 
utilization  rate  for  medicaid  clients  from  fiscal  1983  through  fiscal  1988. 
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Table  19 
Nursing  Home  Utilization  Rate 
Fiscal  1983  through  Fiscal  1988 


SSI 

Monthly 

Fiscal  Year 

Caseload 

1983 

10,265 

1984 

10,279 

1985 

10,831 

1986 

11,436 

1987 

12,081 

1988 

12,591 

Monthly 

Utilization^ 

Bed- Days 

Rate 

102,856 

10.0200 

103,378 

10.0572 

101,429 

9.3647 

101,814 

8.9029 

106,545 

8.8192 

109,699 

8.7125 

%  Increase 
(Decrease) 

0.00 
0.37 
(6.89) 
(4.93) 
(0.94) 
(0.12) 


*Nursing  home  days  per  month  per  eligible  client. 


Table  19  shows  that  from  fiscal  1983  to  fiscal  1988  the  average  monthly  SSI 
caseload  grew  from  10,265  to  12,591  or  a  22.7  percent  increase.  However,  during 
the  same  period,  the  average  monthly  bed-days  have  increased  only  6.6  percent 
which  is  reflected  in  the  steady  decline  in  the  nursing  home  utilization  rate. 
Some  of  the  decline  in  nursing  home  utilization  may  be  attributable  to  the 
increased  use  of  community  based  alternatives  to  nursing  home  care  under  the 
medicaid  waiver  discussed  above.  Also,  according  to  staff  of  the  department  of 
health,  because  nursing  home  occupancy  rates  have  been  high  in  certain  areas  of 
the  state,  some  nursing  homes  have  been  able  to  exclude  medicaid  clients  in  favor 
of  private  patients  who  can  afford  to  pay  a  higher  rate  than  medicaid  reimburses. 

Current  level  funding  for  medicaid  nursing  home  reimbursement  assumes  that 
the  utilization  rate  per  eligible  will  remain  stable  through  the  1991  biennium  but 
that  there  will  be  an  overall  increase  in  the  number  of  nursing  home  bed- days  as 
a  result  of  an  increase  in  the  caseload  and  the  addition  of  55  new  nursing  home 
beds  in  fiscal  1989  and  180  new  beds  scheduled  to  be  available  by  fiscal  1990. 
Although  no  new  nursing  home  beds  are  currently  scheduled  for  construction  in 
fiscal  1991,  the  current  level  funding  does  include  a  0.5  percent  increase  in  total 
available  beds.  The  following  table  shows  the  total  nursing  home  bed- days 
available,  the  number  of  medicaid  bed- days,  and  the  percent  of  total  bed- days 
used  by  medicaid  clients  from  fiscal  1984  through  1988  and  the  projected  bed- days 
for  the  1991  biennium. 
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Table  20 

Total  Nursing  Home  Bed- Days,   Medicaid  Bed- Days,   and 

Percent  Medicaid  Bed- Days  of  Total 

Total                                 Medicaid  o  Medicaid 

Fiscal  Year                         Bed- Days                           Bed- Days  Bed- Days 

1984  2,130,140            1,240,536  58.24 

1985  2,145,470            1,217,148  56.73 

1986  2,196,570            1,221,768  55.62 

1987  2,455,770            1,278,538  52.06 

1988  2,476,160            1,316,388  53.16 


Projected 


1990  2,561,935  1,361,988  53.16 

1991  2,574,745  1,368,798  53.16 


Current  level  includes  2  percent  per  year  increases  in  the  reimbursement 
rate  appropriated  from  fiscal  1988.  The  following  table  shows  the  fiscal  1988 
actual  medicaid  nursing  home  expenditures  and  the  current  level  fimding  for  the 
1991  biennium. 


Table  21 
Current  Level  Funding  of  Medicaid 
Reimbursement  for  Nursing  Homes 


Fiscal  1988  Fiscal  1990  Fiscal  1991 

Federal  Fiinds                     $33,461,235  $36,769,463  $37,750,634 

General  Fund                         15.095.708  14.894.810  15.210.413 

Total                             $48^556^943  $51^664^273  $52^961^047 


Medicaid- Primary  Care 

The  primary  care  program  provides  reimbursement  for  the  costs  of  inpatient 
and  outpatient  hospital  care,  drug,  dental,  and  mental  health  services,  medical 
transportation,  audiological,  speech,  and  physical  therapies,  and  other  medically 
related  services  for  low  income  persons  who  meet  the  state  and  federal  eligibility 
criteria  for  medicaid.  The  total  primary  care  caseload  is  made  up  of  two  distinct 
groups:  1)  individuals  who  meet  the  eligibility  criteria  for  Aid  to  Families  with 
Dependent  Children  (AFDC);  and  2)  individuals  who  receive  Social  Security 
Income  benefits.  Because  of  differences  in  service  utilization  and  caseload 
growth,  the  primary  care  benefits  are  calculated  separately  for  each  group. 

Basically,  primary  care  costs  are  determined  by  two  factors:  1)  the  number 
of  service  recipients  (caseload);  and  2)  the  cost  of  the  services  provided  (price). 
The  following  table  shows  the  caseload,  cost  per  case,  and  total  annual  cost  of 
the  medicaid  program  from  fiscal  1984  through  fiscal  1988. 
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Table  22 

Increases  in  Average  Monthly  Recipients,  Average  Cost/Recipient, 

and  Total  Annual  Cost  of  Primary  Care  Services 


Monthly 

Percent 

Average 

Percent 

Percent 

Fiscal  Year 

Eligiblea 

Increase 

Cost/Case 

Increase 

Total  Cost 

Increase 

IPS'* 

23,108 

M/A 

$  80.83 

N/A 

$22,414,837 

N/A 

1985 

26,468 

14.54 

74.06 

(8.38) 

23,522,837 

4.94 

1986 

31, 004 

17.14 

81.77 

10.41 

30,423,635 

29.34 

1987 

34,337 

10.75 

85.90 

5.05 

35,393,851 

16.34 

1988 

33,746 

(1.72) 

103.89 

20.94 

42,072,460 

18.87 

1984 

10,279 

M/A 

172.75 

N/A 

21,302,005 

N/A 

1985 

10,831 

5.37 

174.97 

1.29 

22,741,051 

6.76 

1986 

11,436 

5.59 

200.18 

14.41 

27,471,598 

20.80 

1987 

12,081 

5.64 

226.74 

13.27 

32,871,493 

19.66 

1988 

12,591 

4.22 

239.23 

5.51 

36,145,129 

9.96 

198<» 

33,387 

N/A 

109.12 

N/A 

43,716,840 

M/A 

1985 

37,299 

11.72 

103.36 

(5.28) 

46,263,888 

5.83 

1986 

42,440 

13.78 

113.68 

9.98 

57,895,233 

25.14 

1987 

46,418 

9.37 

122.56 

7.81 

68,265,344 

17.91 

1988 

46,337 

(0.17) 

140.67 

14.78 

78,217,589 

14.58 

As  may  be  seen  from  Table  22,  total  expenditures  for  primary  care  have 
increased  from  $43.7  million  per  year  in  fiscal  1984  to  $78.2  million  in  fiscal  1988, 
or  an  average  annual  increase  of  16.2  percent  per  year.  During  this  five  year 
period,  expenditures  for  AFDC  recipients  have  grown  from  $22.4  miUion  to  $42.1 
million  (an  increase  of  87.7  percent)  and  expenditures  for  SSI  recipients  have 
increased  from  $21.3  million  to  $36.1  million  (an  increase  of  69.5  percent).  The 
higher  rate  of  growth  for  AFDC  recipients  is  primarily  attributable  to  the  fact 
that  the  average  number  of  AFDC  eligibles  has  increased  at  a  faster  rate  than 
growth  of  the  SSI  eligible  recipients.  As  shown  in  Table  22,  the  average  growth 
in  the  monthly  eligible  SSI  recipients  has  remained  fairly  stable  at  5  percent  per 
year. 

Increases  in  the  cost  for  the  Primary  Care  Program  are  primarily  the  result 
of  three  factors:  1)  general  inflation  in  the  health  care  industry;  2)  increases  in 
the  number  of  eligible  recipients;  and  3)  changes  in  the  service  utiUzation 
patterns  of  the  caseload.  Service  utilization  refers  to  the  percent  of  medicaid 
eligible  clients  who  actually  receive  a  medical  service  and  the  type  of  services 
provided.  Analysis  of  patterns  of  service  utilization  by  medicaid  recipients  since 
fiscal  1985  indicates  a  steady  increase  in  the  percent  of  medicaid  eligible  clients 
who  actually  receive  a  service. 

The  following  table  shows  the  growth  of  medicaid  primary  care  from  fiscal 
1985  through  fiscal  1988  by  category  of  service. 
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Table  23 
Total  Medicaid  Expenditures  for  Fiscal  1985  through  Fiscal  1988 


Increase 

Category  of  Service 

Fiscal  1985 

Fiscal  1986 

Fiscal  1987 

Fiscal  1988 

FY85-88 

Inpatient  Hospital 

$19, '♦29,921 

$26,350,038 

$29,703,803 

$33,154,068 

$13,724,147 

Number  of  Services 

N/A 

N/A 

N/A 

N/A 

Cost  per  Service 

N/A 

N/A 

N/A 

N/A 

Percent  Increase 

70.63 

Physician 

$  7,77I,7'i5 

$  9,5'»'t,969 

$11,2^8,95'» 

$12,481,958 

$  4,710,213 

Number  of  Services 

N/A 

'♦13,390 

'♦91,96'i 

558,157 

Cost  per  Service 

N/A 

$23.09 

$22.87 

$22.36 

Percent  Increase 

60.61 

Drugs 

$  5,513,929 

$  6,667,963 

$  8, 248, '♦31 

$  9,269,178 

$  3,755,249 

Number  of  Services 

N/A 

52<t,6<«6 

591,720 

747,140 

Cost  per  Service 

N/A 

$12.71 

$13.9'i 

$12.41 

Percent  Increase 

68.10 

Other  Services 

$  6,678,569 

$  6,353,956 

$  8,l'i7,931 

$  9,245,163 

$  2,566,594 

Number  of  Services 

N/A 

l,599,'i75 

2,070,'i9<i 

2,591,763 

Cost  per  Service 

N/A 

$3.79 

$3.94 

$3.57 

Percent  Increase 

38.43 

Outpatient  Hospital 

$  2,501,698 

$  3,565,218 

$  '♦,659,326 

$  5,666,726 

$  3,165,028 

Number  of  Services 

N/A 

312,03't 

'♦53,88'i 

384,445 

Cost  per  Service 

N/A 

$11. '♦3 

$10.27 

$14.74 

Percent  Increase 

126.52 

Dental 

$  2,635,510 

$  3,31't,57't 

$  3,769,812 

$  2,989,560 

$    354,050 

Number  of  Services 

N/A 

1^2,067 

l'^9,977 

122,549 

Cost  per  Service 

N/A 

$23.33 

$25.1<+ 

$24.39 

Percent  Increase 

13.43 

Other  Practitioners 

$  1,732,516 

$  2,108,6't7 

$  £,'♦87,087 

$  2,382,214 

$   649,698 

Number  of  Services 

N/A 

173,96't 

19<i,976 

197,338 

Cost  per  Service 

N/A 

$12.12 

$12.76 

$12.07 

Percent  Increase 

37.50 

TOTAL  MEDICAID 

$'^6, 263, 888 

$57,905,365 

$68,265,3'i'^ 

$75,188,867 

$28,924,979 

PERCEm-  INCREASE 

62.52 

Adjustments. 

Addi   Rivendell-Billings 

$     -0- 

$     -0- 

$    783,335 

$  1,089,373 

Shodair-Helena 

-0- 

-0- 

-0- 

2,189,349 

State  Medical 

-0- 

-0- 

•♦50,000 

450,000 

Less.  Refunds 

$     -0- 
$^6,263,888 

$      -0- 

$     -0- 
$69,498,679 

$   (700,000) 

ADJUSTED  TOTAL  MEDICAID 

$57,905,365 

$31,953,701 

PERCENT  INCREASE 

=========== 

69.07 
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Figures  included  in  Table  23  for  medicaid  reimbursement  during  fiscal  1988 
represent  the  most  recent  estimate  of  actual  costs  rather  than  the  total  amount 
accrued  in  the  state's  accounting  system.  As  shown  in  Table  23,  expenditures 
for  the  primary  care  portion  of  the  medicaid  budget  have  increased  $32  million  or 
69  percent  during  the  four  year  period  fiscal  1985  to  fiscal  1988.  Unfortunately, 
due  to  a  change  in  the  way  services  and  cost  per  service  were  calculated  during 
fiscal  1985,  service  utilization  data  and  cost  per  service  data  are  not  comparable 
to  information  for  fiscal  years  1986  through  1988. 

Inpatient  hospital  services  include  all  hospital  charges  incurred  by  a 
medicaid  recipient  after  admission  to  the  hospital.  Inpatient  services  do  not 
include  expenditures  for  any  physician  services  that  may  have  been  rendered  to 
the  recipient  while  on  an  inpatient  status.  Because  inpatient  hospitalization 
accounts  for  approximately  45  percent  of  total  medicaid  primary  care 
expenditures,  increases  in  this  category  of  services  have  a  disproportionate 
impact  on  the  primary  care  budget.  Unfortunately,  the  statistical  data  available 
for  inpatient  hospitalization  includes  service  and  cost  per  service  data  for 
inpatient  psychiatric  care  of  youth,  and  therefore,  analysis  of  patterns  of  service 
utilization  or  changes  in  cost  per  service  do  not  accurately  reflect  changes  in  just 
inpatient  hospital  care  alone.  However,  Table  23  does  shows  that  $13.7  million, 
or  48  percent  of  the  total  $28.9  million  increase  in  primary  care  costs  from  fiscal 
1985  to  1988  are  attributable  to  increases  in  inpatient  hospitalization.  Data  from 
Table  23  also  indicates  an  overall  increase  in  expenditures  of  70.6  percent  for 
inpatient  hospitalization  from  fiscal  1985  through  fiscal  1988,  or  an  average  annual 
increase  in  expenditures  of  20.6  percent.  During  fiscal  1988,  SRS  implemented  a 
new  medicaid  reimbursement  system  of  inpatient  care.  Prior  to  fiscal  1988, 
medicaid  reimbursement  for  inpatient  hospitalization  was  made  on  a  retrospective 
system  that  essentially  reimbursed  hospitals  according  to  audited  cost  data. 
Under  the  new  system  which  is  patterned  after  the  federal  medicare  reimburse- 
ment system,  hospitals  are  reimbursed  according  to  a  fixed  amount  per  Diagnostic 
Related  Group  (DRG).  According  to  SRS  staff,  the  new  DRG  reimbursement 
system  should  provide  more  control  for  inpatient  costs. 

Physician  services  represent  the  second  largest  category  of  expenditures  for 
primary  care.  Analysis  of  the  data  presented  in  Table  23  indicates  that  the  major 
factor  causing  the  61  percent  increase  in  total  expenditures  for  physician  services 
has  been  the  increase  in  the  number  of  services  provided.  Services  increased 
from  413,390  in  fiscal  1986  to  588,157  in  fiscal  1988,  or  an  increase  of  42.3 
percent.  During  the  same  period,  the  average  cost  per  physician  service  actually 
declined  from  $23.09  in  fiscal  1986  to  $22.36  in  fiscal  1988. 

Drugs  account  for  approximately  12  percent  of  total  primary  care 
expenditures.  Data  shown  in  Table  23  indicates  that  the  cost  per  service  for 
drugs  has  declined  slightly  from  fiscal  1986  to  fiscal  1988,  but  the  number  of 
services  (prescriptions  filled)  has  increased  by  approximately  42  percent.  Thus, 
as  was  the  case  for  physician  services,  the  increase  in  expenditures  for  drug 
services  appears  to  be  a  function  of  the  increase  in  services  rather  than  an 
increase  in  the  cost  per  service. 

"Other  Services"  is  a  catch-all  that  includes  such  services  as  mental  health 
clinics,  home  health  visits,  prosthetic  devices,  personal  care  services,  and 
transportation.  Again,  despite  a  slight  decline  in  the  cost  per  service  between 
fiscal  1986  and  1988,  expenditures  for  the  category  Other  Services  increased  38 
percent  primarily  due  to  a  significant  increase  in  the  number  of  services 
provided. 
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Outpatient  hospital  services  are  services  rendered  by  a  hospital  to  medicaid 
recipients  when  the  individual  has  not  been  admitted  to  inpatient  status. 
Outpatient  services  would  include  such  procedures  as  x-rays,  laboratory  analysis, 
and  emergency  room  visits.  Although  there  was  a  decline  in  the  number  of 
outpatient  services  between  fiscal  1987  and  fiscal  1988,  outpatient  services  have 
increased  significantly  since  fiscal  1986.  The  increase  in  outpatient  services  may 
be  reflective  of  the  general  cost  containment  effort  in  the  health  care  industry  to 
shift  services  from  high  cost  (inpatient  care)  to  lower  cost  outpatient  services  or 
physician  office  visits.  In  addition  to  an  increase  in  the  number  of  services 
provided,  cost  per  service  for  outpatient  care  has  also  increased. 

Dental  services  show  the  lowest  increase  in  costs  for  primary  care.  Both 
the  number  of  dental  services  provided  and  the  cost  per  service  actually  declined 
between  fiscal  1987  and  fiscal  1988. 

Other  practitioner  services  include  such  services  as  speech  therapy, 
occupational  therapy,  physical  therapy,  and  psychological  and  social  worker 
services.  As  shown  in  Table  23,  the  number  of  services  provided  during  fiscal 
1988  has  increased  somewhat  over  the  number  of  services  provided  in  fiscal  1986, 
but  the  cost  per  service  has  declined  during  the  same  period. 

The  adjustments  to  the  primary  care  expenditures  shown  in  Table  23  include 
the  development  of  inpatient  psychiatric  services  for  youth  and  the  shift  of  costs 
from  the  State  Medical  Program  to  the  Medicaid  Program.  The  shift  in  costs  from 
the  State  Medical  to  Medicaid  Program  results  when  an  individual  is  determined  to 
have  been  eligible  for  medicaid  services  while  receiving  state  medical  benefits. 
The  fiscal  impact  of  the  development  of  inpatient  psychiatric  treatment  facilities 
for  youth  is  shown  more  clearly  in  the  following  table,  which  presents  the 
projected  fiscal  1989  expenditures  and  the  current  level  budget  for  the  Primary 
Care  Program. 
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Table  24 
Current  Level  Funding  For  Primary  Care  By  Major  Service  Category 


Category  of  Service 

Inpatient  Hospital 
Number  of  Services 
Cost  per  Service 

Physician 

Number  of  Services 
Cost  per  Service 

Drugs 

Number  of  Services 
Cost  per  Service 

Other 

Number  of  Services 
Cost  per  Service 

Outpatient  Hospital 
Number  of  Services 
Cost  per  Service 

Dental 

Number  of  Services 
Cost  per  Service 

other  Practitioners 
Number  of  Services 
Cost  per  Service 

TOTAL  MEDICAID 
Adjustments! 

Addi   Rivendell-Billings 
Rivendell-Butte 
Shodair-Helena 
State  Hedical 

Less  I  Refunds 

ADJUSTED  TOTAL  MEDICAID 


Fiscal  1988 

Fiscal  1989 

Fiscal  1990 

Fiscal  1991 

$33,154,068 

$36,544,900 

$38,580,451 

$40,729,382 

N/A 

N/A 

N/A 

N/A 

M/A 

N/A 

N/A 

N/A 

SlZ.'fSl.PBS 

$13,758,550 

$14,524,982 

$15,333,939 

558,187 

578,345 

598,587 

619,537 

$22.36 

$23.79 

$24.26 

$24.75 

$  9,269,178 

$10,217,183 

$10,786,280 

$11,387,076 

7<»7,l'i0 

773,407 

800,476 

828,493 

$12.41 

$13.21 

$13.48 

$13.74 

$  9,245,163 

$10,190,712 

$10,758,335 

$11,357,574 

2,591,763 

2,688,097 

2,782,180 

2,879,557 

$3.57 

$3.79 

$3.87 

$3.94 

$  5,666,726 

$  6,246,290 

$  6,594,209 

$  6,961,506 

384,445 

397,471 

411,383 

425,781 

$14.74 

$15.72 

$16.03 

$16.35 

$  2,989,560 

$  3,295,317 

$  3,478,866 

$  3,672,639 

122,549 

126,842 

131,282 

135,877 

$24.39 

$25.98 

$26.50 

$27.03 

$  2,382,214 

$  2,625,885 

$  2,772,115 

$  2,926,522 

197,338 

204,267 

211,416 

218,815 

$12.07 

$12.85 

$13.11 

$13.37 

$75,188,867 

$82,878,808 

$87,495,158 

$92,368,638 

$  1,089,373 

$  2,628,000 

$  2,628,000 

$  2,628,000 

-0- 

1,839,600 

1,839,600 

1,839,600 

2,189,349 

2,299,500 

2,299,500 

2,299,500 

450,000 

450,000 

450,000 

460,000 

$   (700,000) 

$   (700,000) 

$   (700,000) 

$   (700,000) 

$78,217,589 

============ 

$89,395,908 

============ 

$94,012, 258_ 

$98,885,738_ 

As  shown  in  Table  24,  exclusive  of  adjustments  to  the  major  categories  of 
services,  funding  for  Primary  Care  increases  $17.1  million,  or  22.8  percent  from 
fiscal  1988  to  fiscal  1991.  The  increase  in  cost  is  based  on  an  average  3.5 
percent  per  year  growth  in  services  as  a  result  of  increases  in  AFDC  and  SSI 
caseloads,  and  a  2  percent  inflationary  increase  in  the  cost  of  services  provided. 
In  addition  to  the  seven  basic  services,  $6,767,100  per  year  is  included  for 
inpatient  psychiatric  care  for  youth,  $450,000  per  year  for  state  medical  expend- 
itures and  $700,000  per  year  to  off  set  refunds  to  the  medicaid  program.  Table 
24  shows  that  inpatient  psychiatric  care  for  youth  is  the  fastest  growing  segment 
of  the  primary  care  budget  increasing  from  $3.3  million  in  fiscal  1988  to  $6.8 
million   in    fiscal    1991,    or   an    increase    of    106    percent.      According    to    SRS    staff 
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the  above  estimate  of  the  cost  of  inpatient  psychiatric  care  for  youth  may  be  low. 
An  additional  20  inpatient  psychiatric  beds  are  planned  for  completion  at  the 
Billings  Deaconess  Hospital  and  estimates  of  the  percent  of  beds  occupied  by 
medicaid  eligible  recipients  for  the  other  facilities  may  be  low.  If  each  of  the 
three  existing  facilities  achieved  a  medicaid  occupancy  rate  of  75  percent 
(Shodair's  occupancy  rate  during  fiscal  1988)  and  the  new  Billings  Deaconess 
facility  was  also  open  in  fiscal  1990  with  a  medicaid  occupancy  rate  of  75  percent, 
the  state  could  face  a  potential  $5.4  million  in  additional  medicaid  costs  for 
inpatient  psychiatric  services  to  youth. 

Table    25    presents    current    level    funding    for    the    Primary    Care    Program 
during  the  1991  biennium. 


Table  25 

Current  Level  Funding  for  Primary  Care  Benefits 

During  the  1991  Biennium 


Fiscal  1988 

Fiscal  1990 
-    -   -    -   SSI  -    -   - 

Fiscal  1991 

%  Increase 
1988-1991 

Federal  Funds 
County  Funds 
General  Funds 

$24,907,608 
3,312,404 
7.925.117 

$29,852,041 
3,278,845 
8.813.811 

$31,563,509 
3,290,887 
9.426.621 

26.7 

(0.6) 

18.9 

Total 

liiili^iiii 

AFDC  

liiiiikQi? 

P=d 

Federal  Funds 
County  Funds 
General  Funds 

$28,992,132 
3,855,596 
9.224.732 

$37,056,483 

4,070,155 

10.940.923 

$38,922,245 

4,058,113 

11.624.363 

34.3 

5.3 

26.0 

Total 

m.m.m 

'T<r\'T'  A  T 

m^mdu 

ii.§ 

Federal  Funds 
County  Funds 
General  Funds 

$53,899,741 

7,168,000 

17.149,848 

$66,908,524 

7,349,000 

19.754.734 

$70,485,754 

7,349,000 

21.050.984 

30.8 

2.5 

22.7 

Total 

|I§,21Z,5§i 

lii£Ql?-?5§ 

li§J§5iii§ 

26J 

As  shown  in  Table  25,  overall  funding  for  the  Primary  Care  Program 
increases  26.4  between  fiscal  1988  and  fiscal  1991.  The  AFDC  portion  increases 
at  a  somewhat  higher  rate  than  funding  for  SSI  primarily  as  a  result  of  the 
increased  costs  for  inpatient  psychiatric  care  of  youth.  County  funds  shown  in 
Table  25  are  the  12  mils  levied  by  the  state  assiimed  counties.  These  funds  are 
treated  as  general  fund  and  for  accounting  purposes  have  been  included  in  the 
medicaid  Primary  Care  Program.  Federal  funding  for  the  Primary  Care  Program 
increases  significantly  more  than  the  combined  county  fund  and  general  fund 
portion  of  the  budget  due  to  the  change  in  the  federal  match  rate  for  the 
Medicaid  Program  from  68.9  percent  in  fiscal  1988  to  71.3  percent  federal  funding 
in  fiscal  1991. 
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ISSUE  1:    MEDICAL  NECESSITY  FOR  MEDICAID  SERVICES 

Under  current  federal  regtilations  for  the  Medicaid  Program,  services 
provided  are  generally  divided  into  nine  "mandatory"  services  and  32  "optional" 
services.  The  mandatory  services  include  inpatient  hospital  services,  outpatient 
hospital  services,  rural  health  clinic  services,  laboratory  and  X-ray  services, 
skilled  nursing  and  home  health  services  for  persons  21  and  older,  early  periodic 
screening,  diagnosis  and  treatment  for  individuals  under  21,  family  planning 
services  and  supplies,  physician  services,  and  nurse  midwife  services.  Optional 
services  include  a  wide  range  of  medically  related  services  including  such  services 
as  intermediate  nursing  home  care,  prescription  drugs,  dentures,  eyeglasses, 
physical  therapy,  mental  health  services,  chiropractors'  services,  inpatient 
psychiatric  services  for  youth.  Christian  science  nurses,  and  transportation 
services.  Of  the  32  optional  services  a  state  may  provide,  Montana  provides  27. 
According  to  information  published  by  the  Health  Care  Financing  administration 
(the  federal  administering  agency  for  the  Medicaid  Program)  during  federal  fiscal 
1986,  the  average  number  of  optional  services  provided  by  states  was  19  and  only 
five  states  provided  more  optional  services  than  Montana.  In  addition  to  the 
number  of  optional  services  provided  under  Montana's  Medicaid  program,  the 
recent  substantial  growth  that  has  occurred  in  medicaid  expenditures  (a  $32 
million,  or  70  percent,  increase  in  the  four  years  between  fiscal  1985  and  fiscal 
1988  in  the  Primary  Care  portion  alone)  has  made  it  difficult  for  the  legislature  to 
allocate  scarce  state  resources  to  other  worthwhile  human  service  programs. 

Medicaid  regulations  allow  individual  states  the  discretion  to  place 
appropriate  limits  on  a  service  based  on  such  criteria  as  medical  necessity  or  on 
utilization  control  procedures.  However,  if  a  state  chooses  to  provide  an  optional 
service  (such  as  physical  therapy),  then  the  amount,  scope  and  duration  of  those 
services  must  be  sufficient  to  meet  the  general  purposes  of  the  state's  Medicaid 
Program,  and  services  must  be  consistent  with  the  state's  definition  of  medical 
necessity  to  meet  that  purpose.  Current  Montana  statutes  do  not  provide  a  clear 
statement  of  legislative  intent  for  the  administration  of  the  state's  medicaid 
program  relative  to  the  issue  of  medical  necessity. 

Mandate  to  fully  provide  services.  Medical  services  shall  be  provided  to  the  fullest 
extent  that  moneys  appropriated,  collected,  accumulated,  or  matched  from  any  source  by  the 
department  of  social  and  rehabilitation  services  will  allow.  If  funds  are  inadequate, 
priorities  of  the  foregoing  item  and  amounts  of  medical  assistance  shall  be  determined  by 
the  department.  The  department  shall  adopt  standards  of  assistance.   53-6-lOZ,  MCA. 

As  specified  in  the  above  statute,  the  department  must  provide  all  medical 
services  included  in  the  state  medicaid  plan  and  may  not  discriminate  based  on 
the  degree  of  medical  necessity  of  the  services.  Only  after  the  department  of 
Social  and  rehabilitation  services  has  determined  that  available  funds  are  not 
sufficient  to  meet  all  the  demands  for  medicaid  services  may  the  department 
establish  priorities  for  services.  However,  Montana  statutes  provide  no  legislative 
guidance  to  the  department  regarding  how  priorities  should  be  established. 
Absent  clear  legislative  intent  regarding  the  purpose  of  the  medicaid  program,  it 
is  doubtful  that  the  courts  would  allow  the  department  to  place  limits  on  the 
amount,  scope,  or  duration  of  a  particular  service  based  solely  on  economic 
criteria. 

In  an  effort  to  limit  escalating  medicaid  costs,  other  states  have  adopted 
restrictive  language  to  describe  the  purpose  of  their  state's  medicaid  program. 
For   example    California,    one    of    the   five    states   providing   more    optional   services 
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than  Montana,  limits  medicaid  services  to  those  "medically  necessary  to  prevent 
significant  illness,  to  alleviate  severe  pain,  to  protect  life,  or  to  prevent 
significant  disability."  In  many  instances,  providing  optional  medicaid  services 
such  as  dental  care,  speech  therapy,  or  mental  health  services,  is  consistent  with 
the  above  definition  of  medically  necessary  services  because  those  services  can 
prevent  significant  illness,  alleviate  severe  pain,  etc.  However,  not  all  dental 
care,  speech  therapy,  or  mental  health  services  provided  would  meet  a  restrictive 
definition  of  medical  necessity.  The  Montana  legislature  could  adopt  similar 
language  defining  medical  necessity  to  reflect  the  legislature's  judgement  that 
medical  services  provided  under  the  State's  Medicaid  Program  be  restricted  to 
those  cases  where  they  are  most  needed.  To  the  extent  that  services  can  be 
limited  to  those  most  in  need,  funds  otherwise  allocated  to  the  state's  Medicaid 
Program  could  be  reallocated  for  other  purposes  deemed  more  appropriate  by  the 
legislature . 

The  authority  to  make  a  final  determination  of  which  services  meet  the 
criteria  of  a  restrictive  definition  of  medical  necessity  would  be  vested  in  the 
Department  of  Social  and  Rehabilitation  Services.  Through  the  process  of 
utilization  reviews,  SRS  would  be  responsible  for  ensuring  that  only  services 
provided  which  are  consistent  with  the  legislative  definition  of  medical  necessity 
would  be  reimbursed  through  the  Medicaid  Program.  The  three  relevant  types  of 
utilization  controls  would  be:  1)  prior  authorization,  which  is  approval  by  the 
department  (or  appropriate  medical  consultant)  before  services  are  provided  based 
on  a  determination  of  medical  necessity;  2)  postservice  prepayment  audits,  which 
would  be  a  review  of  medical  necessity  and  program  coverage  after  the  service 
has  been  provided  but  before  payment  is  made;  and  3)  postservice  postpayment 
audits,  which  would  be  reviews  after  services  were  rendered  and  the  claim  paid. 

An  accurate  estimate  of  the  potential  medicaid  savings  the  state  might  realize 
if  a  more  restrictive  definition  of  medical  necessity  were  adopted  would  require  a 
review  of  all  services  provided  during  fiscal  1988  by  appropriate  medical 
professionals.  However,  as  an  example  and  to  get  an  indication  of  the  potential 
savings,  the  current  analysis  examined  all  fiscal  1988  expenditures  for  mental 
health  services,  speech  pathologist,  audiologist,  physical  therapists,  and 
occupational  therapists . 

The  majority  of  mental  health  services  are  provided  either  by  private 
practicing  psychologists  and  social  workers  or  through  the  five  regional 
community  mental  health  centers.  During  fiscal  1988,  approximately  $750,000  of 
medicaid  funds  were  spent  for  mental  health  services  to  private  practicing 
psychologists  and  social  workers.  An  additional  $2,450,000  in  medicaid 
reimbmsement  was  paid  to  the  regional  community  mental  health  centers  for  mental 
health  services.  Analysis  of  services  provided  during  fiscal  1988  by  diagnostic 
category  suggests  that  a  significant  portion  of  the  mental  health  services  provided 
were  not  in  response  to  serious  mental  illness  and  that  perhaps  as  much  as 
$1,050,000  could  have  been  eliminated  if  the  state  had  applied  a  definition  of 
medical  necessity  that  limited  services  to  prevention  of  significant  illness, 
alleviation  of  severe  pain,  or  prevention  of  significant  disability. 

A  total  of  $2,382,214  in  medicaid  funds  was  spent  in  fiscal  1988  for  Other 
Practitioner  services  including  speech  pathologists,  audiologists ,  occupational 
therapists,  and  physical  therapist.  If  one  can  assume  the  more  serious  cases  are 
seen  on  an  inpatient  or  outpatient  hospital  status  or  in  nursing  homes  and 
fvmding  for  these  services  were  limited  to  only  those  provided  on  an  inpatient  or 
outpatient  hospital  basis  or  to  individuals  residing  in  nursing  homes,    then  fiscal 
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1988   expenditures   for  such   services   could  have  been   reduced  by   approximately 
$400,000. 

As  noted  above,  an  accurate  estimate  of  potential  medicaid  savings  that  might 
be  realized  if  the  state  adopted  a  more  restrictive  definition  of  medical  necessity 
would  require  an  in  depth  analysis  of  current  expenditures  by  the  appropriate 
medical  professionals  for  each  category  of  service.  However,  if  services  were 
limited  through  a  more  restrictive  definition  of  medical  necessity,  and  if  through 
appropriate  utilization  review  by  medical  consultants  medicaid  services  could  be 
reduced  by  three  percent  the  state  would  realize  a  savings  of  $2.6  million  in 
fiscal  1990  and  $2.8  million  in  fiscal  1991. 

Option  A:  The  legislature  could  adopt  language  that  defines  the  purpose  of 
the  state's  Medicaid  Program  according  to  a  more  restrictive 
definition  of  medical  necessity.  By  adopting  such  language  the 
medicaid  budget  could  be  reduced  by  $2,600,000  in  fiscal  1990,  of 
which  $749,580  is  general  fund  and  reduced  by  $2,800,000  in  fiscal 
1991,  of  which  $804,160  is  general  fund. 

Option  B:      The  legislature  could  take  no  action. 

ISSUE  2:     ELIMINATION  OF  SELECTED  OPTIONAL  SERVICE 

As  discussed  above  imder  Issue  1,  in  addition  to  the  mandatory  services 
every  state  must  provide  as  part  of  their  medicaid  program,  states  may  also 
provide  a  number  of  optional  medicaid  services.  Montana  currently  provides  27 
optional  medicaid  services.  The  legislature  could  eliminate  selected  optional 
services  with  a  corresponding  reduction  in  medicaid  expenditures.  If  the 
following  optional  services  were  eliminated,  approximately  $7.1  million  could  be 
reduced  from  the  current  level  funding  for  the  1991  biennium  for  the  Medicaid 
Primary  Care  Program. 

Physical  Therapy 

During  fiscal  1988,  798  medicaid  recipients  received  physical  therapy  services 
for  a  total  medicaid  cost  of  $240,573.  The  average  cost  per  recipient  was 
$301.47.  One  hundred  and  three  different  physical  therapists  provided  services 
with  an  average  reimbursement  per  therapist  of  $2,335  for  the  fiscal  year. 
Approximately  70  percent  of  the  cases  were  treated  at  the  therapists'  office,  12 
percent  were  treated  in  nursing  homes,  7  percent  were  treated  at  the  recipient's 
home,  and  the  remaining  11  percent  were  treated  in  various  other  facilities  such 
as  reli?<bilitation  clinics  or  on  an  outpatient  basis  at  a  hospital.  Sixty  percent  of 
the  clients  were  SSI  recipients  who  were  classified  according  to  the  department's 
coding  system  as  either  aged  or  disabled.  Thirty  percent  of  the  recipients  were 
20  years  old  or  yotmger  with  17  percent  of  the  cases  under  age  10. 

According  to  information  from  the  Health  Care  Financing  Administration, 
during  calendar  1986,  of  the  states  and  territories  administering  medicaid 
programs,  14  did  not  provide  physical  therapy  as  an  optional  service.  Assuming 
physical  therapy  services  will  increase  at  the  same  rate  as  other  practitioner 
services  (16  percent  from  fiscal  1988  to  1990  and  5.5  percent  from  fiscal  1990  to 
1991)  eliminating  physical  therapy  as  an  optional  service  would  save  approximately 
$279,000  in  fiscal  1990  and  $294,000  in  fiscal  1991. 


B-114 


DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 
Page  43 

Speech  Therapy 

Speech  therapy  services  were  provided  to  542  medicaid  recipients  during 
fiscal  1988  for  a  total  cost  of  $199,779.  The  average  cost  per  recipient  for 
speech  therapy  services  was  $369.  Forty-nine  speech  therapists  provided 
services  for  an  average  total  medicaid  reimbursement  of  $4,077.  Forty- one 
percent  of  the  services  were  provided  at  the  therapists'  office  and  16  percent 
were  provided  to  recipients  in  nursing  homes.  The  remaining  43  percent  of  the 
services  were  equally  distributed  among  hospital  based  services  and  other 
facilities.  Approximately  57  percent  of  the  recipients  were  children  under  the  age 
of  10.     Forty- three  percent  of  the  recipients  were  classified  by  SRS  as  disabled. 

According  to  the  Health  Care  Financing  Administration  survey,  during 
calendar  1986,  23  states  or  territories  administering  medicaid  programs  did  not 
provide  speech  therapy  as  an  optional  service.  Assuming  speech  therapy  will 
increase  at  the  same  rate  as  other  practitioner  services,  eliminating  speech 
therapy  as  an  optional  service  would  save  approximately  $232,000  in  fiscal  1990 
and  $244,000  in  fiscal  1991. 

Occupational  therapy 

During  fiscal  1988,  $90,836  in  medicaid  funds  were  spent  for  occupational 
therapy  services  to  380  recipients.  The  average  cost  per  recipient  was  $239.  A 
total  of  29  individual  occupational  therapists  provided  services  with  an  average 
total  medicaid  reimbursement  of  $3,132.  Unlike  physical  therapy  and  speech 
therapy  services,  most  of  which  were  provided  at  the  therapists'  office,  36 
percent  of  occupational  therapy  services  were  provided  in  the  recipients'  home 
with  only  13  percent  of  the  services  provided  at  the  occupational  therapists' 
office.  Thirty- two  percent  of  the  occupational  therapy  services  were  provided  to 
children  under  10.  Over  70  percent  of  the  service  recipients  were  SSI  recipients 
who  were  classified  as  disabled  according  to  the  SRS  classification  system. 

During  calendar  year  1986,  29  of  the  states  and  territories  administering 
medicaid  programs  did  not  offer  occupational  therapy  as  an  optional  medicaid 
service.  Assuming  occupational  therapy  services  will  increase  at  the  same  rate  as 
other  practitioner  services,  eliminating  occupational  therapy  as  an  optional  service 
would  save  approximately  $105,000  in  fiscal  1990  and  $111,000  in  fiscal  1991. 

Clinic  Services 

Clinic  services  are  provided  primarily  through  the  five  regional  community 
mental  health  centers  (CMHC)  and  include  a  variety  of  mental  health  services 
such  as  individual,  family,  and  group  counseling,  crisis  intervention,  day 
treatment  programs  for  the  chronically  mentally  ill,  and  operation  of  group  homes 
for  the  chronically  mentally  ill.  During  fiscal  1988,  $2,450,000  of  medicaid  funds 
were  spent  to  provide  mental  health  services  at  the  five  CMHCs  to  2,853  medicaid 
recipients  at  an  average  cost  of  $865  per  recipient.  Of  the  total  medicaid 
expenditures  for  CMHC  services,  approximately  $1,500,000,  or  60  percent,  were 
expended  for  day  treatment  services  for  the  chronically  mentally  ill  with  the 
remainder  spent  for  individual  and  group  coiuiseling.  Only  about  7  percent  of 
the  CMHC  medicaid  clients  were  children  under  the  age  of  10.  Approximately  46 
percent  of  the  recipients  were  between  20  to  40  years  old.  Females  constituted  66 
percent  of  the  caseload  and  the  majority  of  the  medicaid  clients  (65  percent) 
were  AFDC  recipients. 
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According  to  the  Health  Care  Financing  Administration  survey,  during 
calendar  1986,  5  states  or  territories  did  not  provide  clinic  services.  Assuming 
clinic  services  would  grow  at  the  same  rate  as  other  medicaid  services,  if  clinic 
services  were  eliminated  as  an  optional  service  the  state  would  save  approximately 
$2,860,000  in  fiscal  1990  and  $3,020,000  in  fiscal  1991.  If  the  legislature  were  to 
limit  clinic  services  to  only  the  day  treatment  programs  for  the  chronically 
mentally  ill,  the  state  cotdd  save  approximately  $1,744,600  in  fiscal  1990  and 
$1,842,200  in  fiscal  1991. 

Option  A:  The  legislature  could  eliminate  physical  therapy,  speech  therapy, 
occupational  therapy,  and  clinic  services  as  optional  services  under 
the  state's  Medicaid  Program.  Elimination  of  all  of  these  services 
would  reduced  the  Medicaid  budget  by  $3,476,000  in  fiscal  1990,  of 
which  $1,002,130  is  general  fund  and  by  $3,669,000  in  fiscal  1991, 
of  which  $1,053,736  is  general  fund. 

Option  B:  The  leg^islature  could  restrict  Clinic  services  to  day  treatment  for 
the  chronically  mentally  ill.  If  Clinic  service  were  thus  restricted, 
the  Medicaid  budget  could  be  reduced  by  $1,744,600  in  fiscal  1990, 
of  which  $502,795  is  general  fund  and  $1,842,200  in  fiscal  1991,  of 
which  $529,080  is  general  fund. 

Option  C:      The  legislature  could  take  no  action. 

ISSUE  3:  MEDICARE  CATASTROPHIC  COVERAGE  ACT 

The  Medicare  Catastrophic  Coverage  Act  was  passed  by  congress  in  June 
1988  with  the  express  purpose  of  expanding  medical  coverage  to  low  income 
elderly  persons  previously  excluded  from  federal  benefit  programs.  The  Act  will 
have  a  significant  impact  on  the  state's  Medicaid  Program  and  in  particular  to  the 
participation  in  the  Medicare  Buy-in  Program.  By  July  1,  1990,  the  state  will 
have  to  expand  medicaid  coverage  to  infants  up  to  age  1  and  pregnancy  related 
services  for  women  who  do  not  otherwise  qualify  for  medicaid  but  whose  income  is 
below  the  federal  poverty  line.  The  Act  is  also  intended  to  alleviate  the  pressure 
on  families  where  one  spouse  has  been  placed  in  a  nursing  home  and  the  family 
has  been  required  to  "spend  down"  their  income  to  meet  current  medicaid 
resource  requirements.  Under  the  new  Act,  beginning  September,  1989  states 
will  be  required  to  allow  the  at-home  spouse  to  keep  income  at  least  equal  to  122 
percent  of  the  federal  poverty  line,  up  to  a  maximum  of  $1,500  per  month.  The 
minimum  would  rise  to  133  percent  of  the  poverty  line  by  July  1,  1991  and 
increase  to  150  percent  of  the  poverty  line  by  July  1,  1992.  The  state  wiU  also 
be  rt?quired  to  permit  the  at-home  spouse  to  retain  at  least  $12,000  in  personal 
assets,  or  half  the  couple's  joint  assets  up  to  a  limit  of  $60,000.  Because  detailed 
federal  regulations  for  implementing  the  Act  have  not  been  written,  it  is  not 
possible  to  estimate  the  number  nursing  home  residents  who  are  currently 
medicaid  recipients  the  Act  will  impact  or  the  number  of  families  who  would  now 
qualify  for  medicaid  coverage  for  nursing  home  care  under  the  terms  of  the  new 
Act. 

One  of  the  most  immediate  impacts  of  the  Catastrophic  Coverage  Act  is  the 
expansion  of  the  Medicare  Buy-in  Program.  Under  the  Act,  the  state  will  be 
required  to  expand  the  buy -in  provisions  for  paying  the  Part  B  premium  for 
Medicare  coverage.  Although  phased  in  over  the  next  three  years,  by  1993,  the 
state    will   be    required    to   pay   all   medicare -required   premiums,    deductibles,    and 
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coinsurance  amounts  for  individuals  whose  incomes  are  too  high  to  qualify  for 
medicaid  benefits  but  whose  income  is  below  the  federal  poverty  line.  Although 
SRS  has  estimated  an  additional  750  individuals  per  year  would  qualify  for  the 
Buy- in  Program  imder  the  conditions  of  the  Act,  pending  final  federal  regulations 
for  implementation,  it  is  not  possible  to  estimate  the  final  cost. 

ISSUE  4:     OMNIBUS  BUDGET  RECONCILIATION  ACT: 

The  Omnibus  Budget  Reconciliation  Act  (OBRA)  of  1987  will  have  a 
significant  impact  on  the  state's  medicaid  costs  for  nursing  home  care.  OBRA 
mandates  significant  changes  in  the  standards  for  delivery  of  nursing  home  care, 
how  nursing  homes  must  staff  their  facilities,  the  manner  and  frequency  of  state 
inspections  of  nursing  homes,  and  sanctions  that  may  be  applied  if  the  new 
standards  are  not  met.  Again,  a  major  problem  with  any  accurate  estimate  of  the 
eventual  fiscal  impact  of  the  new  law  is  the  current  absence  of  any  federal 
regulations  for  implementation  of  the  Act. 

One  of  the  major  changes  mandated  is  the  change  in  staffing  requirements 
for  nursing  home  care.  Prior  to  OBRA,  medicaid  paid  for  two  different  levels  of 
nursing  home  care:  1)  Intermediate  care  for  individuals  who  did  not  require 
intensive  supervision  but  required  more  care  than  could  reasonably  be  provided 
outside  a  structured  environment  such  as  a  nursing  home  facility.  This  level  of 
care  was  the  traditional  long  term  nursing  home  care.  2)  Skilled  nursing  care  for 
individuals  who  required  a  more  intensive  level  of  medical  care  usually  provided 
immediately  after  or  immediately  prior  to  inpatient  hospitalization.  Under  OBRA, 
nursing  homes  will  only  provide  one  level  of  care  which  is  similar  to  the  skilled 
level  of  care  in  terms  of  staffing  requirements  and  standards  of  care.  Nursing 
homes  will  be  required  to  hire  additional  staff  to  meet  the  new  OBRA  standards 
and  the  costs  for  the  additional  staff  will  be  reflected  in  the  reimbursement  rate 
paid  by  medicaid. 

A  second  major  impact  of  OBRA  is  the-  requirement  that  the  state  develop 
and  implement  a  comprehensive  training  and  testing  program  for  nurse  aids 
working  in  nursing  homes.  After  January  1,  1990  nursing  homes  may  not  employ 
nurses  aids  for  more  than  four  months  who  have  not  passed  the  state's 
comprehensive  test  for  nurse  aid  training.  The  cost  to  develop  and  implement  the 
training  program  and  testing  of  nurse  aids  is  also  a  cost  the  state  will  have  to 
absorb  in  the  medicaid  program.  Estimates  of  the  state's  medicaid  cost  of 
implementing  this  provision  of  OBRA  run  as  high  as  $6.5  million  in  fiscal  1990  and 
$6.6  million  for  fiscal  1991. 

OBRA  also  requires  that  the  state  conduct  a  comprehensive  survey  of  all 
nursing  home  residents  to  determine  the  appropriateness  of  their  placement. 
Developmen tally  disabled  or  mentally  ill  individuals  who  have  been  a  resident  in 
nursing  homes  for  less  than  30  months  and  who  require  active  training  programs 
or  treatment  must  be  moved  to  a  more  appropriate  placement  and  the  necessary 
training  or  treatment  provided.  Developmentally  disabled  or  mentally  ill  nursing 
home  residents  who  have  been  residents  of  the  facility  for  more  than  30  months 
may  choose  to  stay  at  the  facility  or  may  request  transfer  to  a  more  appropriate 
treatment  program.  In  either  case,  the  state  will  be  required  to  ensure 
appropriateness  of  placement  to  include  the  development  of  new  facilities  if 
necessary . 
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AUDIT  AND  PROGRAM  COMPLIANCE 


Actual 

Appropriated 

-  -  -  Current 

Level  

'/.   Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
38.00 

1989 

1990 
38.00 

1991 
38.00 

Biennium 

F.T.E. 

38.00 

0.00 

Personal  Services 

$1,002,593 

$   979,260 

$   977,743 

$  979,741 

(1.23) 

Operating  Expenses 

151,362 

153,^^09 

159,590 

160,798 

5.12 

Equipment 

1,86-^ 
$1,155,819 

-0- 

4,700 
$1,142,033 

2,700 
$1,143,339 

297.00 

Total  Operating  Costs 

$1,132,669 

(0.14) 

Non-Operating  Costs 

120,330 

1^,685 

120,330 

120,330 

(10.54) 

Total  Expenditures 

$l,276,l<i9 

========== 

$1,281,552 

$1,262,363 

$1,263,669 

========== 

(1.23) 

======= 

Fund  Sources 

General  Fund 

$  580,302 

$  576,982 

$  557,838 

$  559,129 

(3.48) 

Federal  Revenue 

695,847 

704,370 

704,525 

704,540 

0.63 

Total  Funds 


$1,263,669 


Program  Description 

The  Audit  and  Program  Compliance  Program  conducts  financial  audits,  quality 
control  reviews,  and  seeks  financial  recoveries  for  all  programs  administered  by 
SRS.  Financial  audits  determine  appropriateness  of  expenditures,  compliance  with 
contract  terms,  and  adequacy  of  internal  fiscal  controls.  Quality  control  reviews 
are  conducted  on  selected  AFDC,  food  stamp,  and  medicaid  cases  to  assure 
compliance  with  state  and  federal  eligibility  rules.  The  program  also  monitors  the 
medicaid  program  to  recover  misspent  medicaid  dollars,  remove  or  restrict  recip- 
ients or  providers  who  abuse  the  system,  and  ensure  that  Liable  third- party 
payors,  such  as  insurance  companies  or  medicare,  pay  their  share  before  medicaid 
is  billed. 

Budget 

Although  there  is  no  change  in  the  FTE  level  between  the  1989  and  1991 
bienniums,  personal  services  costs  are  slightly  lower  during  the  1991  biennium 
due  to  an  adjustment  of  vacancy  savings.  For  the  1989  biennium,  a  4  percent 
vacancy  savings  factor  was  applied  to  the  Audit  and  Program  Compliance  Program. 
Actual  vacancy  savings  realized  in  fiscal  1988  was  2.2  percent.  A  2.5  percent 
vacancy  savings  is  applied  to  the  program  for  the  1991  biennium.  Minor  increases 
in  computer  processing  costs  and  postage  account  for  the  majority  of  the  increase 
in  operating  costs  between  bienniums.  The  non- operating  costs  are  federal  pass- 
through  funds  to  the  Department  of  Revenue  for  food  stamp  and  medicaid  fraud 
abuse.  The  non-operating  costs  were  maintained  at  the  fiscal  1988  expenditure 
level . 
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Funding 

Funding  for  this  program  is  a  mix  of  general  fund  and  federal  funds.  The 
amount  of  federal  funds  supporting  this  program  is  based  on  the  amoiint  of  time 
audit  staff  spend  in  a  particular  federally  funded  program  such  as  food  stamps, 
AFDC  or  medicaid.  Historically,  general  funds  have  constituted  approximately  45 
percent  of  total  fvmding  for  the  program. 


VOCATIONAL  REHABILITATION 

Actual 

Appropriated 

Current 

Level   

•/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

77.01 

73.80 

68.40 

68.40 

(8.61) 

Personal  Services 

$1,686,612 

$1,741,571 

$1,581,773 

$1,584,199 

(7.65) 

Operating  Expenses 

^^27,752 

405,885 

443,200 

445,363 

6.56 

Equipment 

12,W7 

3,810 

7,641 

5,779 

(19.92) 

Total  Operating  Costs 

$2,127,311 

$2,151,266 

$2,032,614 

$2,035,341 

(4.92) 

Benefits 

Rehabilitation  Services 

$3,986,14^ 

$4,068,354 

$4,219,146 

$4,219,600 

4.77 

Extended  Employment 

276,019 

269,095 

269,095 

269,095 

(1.27) 

Independent  Living 

298,597 

290,190 

249,019 

271,019 

(  11 . 68  ) 

Supported  Employment 

508.9^5 
$5,069,703 

699,494 
$5,327,133 

-0- 

-0- 

(100.00) 

Total  Benefits 

$4,737,260 

$4,759,714 

(8.66) 

Total  Expenditures 

$7,197,015 

$7,478,399 

$6,769,874 

========== 

$6,795,055 

.±1:111 

Fund  Sources 

General  Fund 

$     556,008 

$      702,955 

$     575,355 

$     576,297 

(8.52) 

State  Special 

906,848 

1,196,383 

999,866 

998,673 

(4.981 

Federal   Revenue 

5,734.158 

5,579,061 

5,194,653 

5,220,085 

(7.94) 

Tolal   Funds 

$7,197,014 

$7,478,399 

$6,769,874 

$6,795,055 

(7.57) 

======== 

_.. 

Fiscal   1991    

ISSUES 

General  Fund                 Other  1 

Funds                   Ge 

neral  Fund 

other  Funds 

1.      lARA  Funds 

Option   A. 

$(172, 

,495)                        $172 

,495 

$(236,981) 

$236,981 

Option  B, 

(172, 

,495)                           172 

,495 

(236,981) 

236,981 
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Program  Description 

The  primary  mission  of  the  Vocational  Rehabilitation  Program  is  to  provide  an 
array  of  services  to  handicapped  persons  of  employable  age  with  the  intent  of 
returning  them  to  gainful  employment.  To  accomplish  this  goal  the  program 
operates  the  following  federal  or  state  funded  programs. 

General  Vocational  Rehabilitation  Services 

The  majority  of  benefits  provided  by  the  Vocational  Rehabilitation  Program 
are  funded  through  a  combination  of  80  percent  federal  funds  and  20  percent 
state  funds  under  the  federal  Vocational  Rehabilitation  Act,  Section  110.  In 
compliance  with  federal  Vocational  Rehabilitation  Act  guidelines,  the  emphasis  of 
the  program  is  on  serving  the  severely  disabled.  However,  to  qualify  for 
participation  in  the  portion  of  the  program  funded  with  federal  section  110  funds, 
there  must  be  a  reasonable  expectation  that  services  provided  by  the  vocational 
rehabilitation  agency  will  eventually  restore  the  individual  to  gainful  employment. 
Services  provided  include  diagnostic  evaluation,  vocational  training,  physical 
restoration,  counseling,  job  placement,  and  follow-up.  The  fiscal  1988  federal 
grant  award  was  $5,430,804  and  federal  funds  are  anticipated  to  increase  5 
percent  per  year  through  the  1991  biennium.  State  funds  used  for  the  20 
percent  match  for  federal  Section  110  funds  are  a  combination  of  general  fund  and 
state  special  revenue.  The  state  special  revenue  funds  used  to  match  federal 
funds  are  Industrial  Accident  Rehabilitation  Account  (lARA)  funds  received  from 
the  Division  of  Workers'  Compensation.  These  funds  are  generated  through  a  1 
percent  tax  on  the  compensation  paid  to  injured  employees  by  the  employer  if  self 
insured,  insurance  companies,  or  by  the  Workers'  Compensation  Division.  In 
matching  federal  Section  110  funds,  the  lARA  funds  may  only  be  used  to  provide 
services  to  injured  employees  under  the  conditions  specified  imder  the  Workers' 
Compensation  Division  Act.  During  fiscal  1988,  $865,004  of  lARA  funds  were 
expended  to  match  federal  Section  110  funds.  Because  this  amount  exceeds  the 
federally  required  20  percent  match,  no  general  funds  were  needed  to  support  the 
Section  110  benefits  during  fiscal  1988.  General  vocational  rehabilitation  services 
are  also  funded  through  federal  funds  from  the  Job  Training  Partnership  Act 
(JTPA),  Supplemental  Security  Income  (SSI)  funds  and  Social  Security  Disability 
Income  (SSDI)  funds.  Approximately  7,100  clients  received  service  under  this 
portion  of  the  program  during  fiscal  1988. 

Extended  Employment 

The  division  also  administers  an  Extended  Employment  Program.  This 
program  subsidizes  the  costs  of  employment  in  sheltered  workshops  for  the  very 
seriously  disabled  who,  because  of  the  severity  of  their  disability,  are  not  eligible 
for  tlie  federally  funded  Section  110  Vocational  Rehabilitation  Program.  The 
principle  thrust  of  the  program  is  to  subsidize  the  cost  of  sheltered  employment 
for  long-term  severely  disabled  individuals.  During  fiscal  1988,  62  clients 
received  extended  employment  services  at  an  average  cost  per  client  of  $4,452. 
This  program  is  funded  entirely  with  general  funds. 

Independent  Living  -  Part  A 

The  Independent  Living  Program,  established  by  the  1985  legislature,  is 
designed  to  provide  vocational  services  to  individuals  who  had  previously  not 
been  eligible  for  the  traditional  vocational  rehabilitation  services  due  to  the 
severity    of    their    disability.       Individuals    with    disabilities    such    as    muscular 
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dystrophy,  brain-stem  injury,  and  multiple  sclerosis  are  provided  a  wide  variety 
of  services  intended  to  enhance  their  ability  to  live  independently  and  function 
within  their  family  and  community.  The  $332,849  expended  for  the  program 
during  fiscal  1988  provided  services  to  250  clients.  Funding  for  the  program  is 
90  percent  federal  funds  and  10  percent  general  fund. 

Supported  Employment 

This  program,  established  by  the  1987  legislature,  is  designed  to  assist 
severely  disabled  individuals  in  finding  and  maintaining  suitable  employment  in  the 
public  sector.  Services  provided  under  this  federal  grant  include  counseling, 
client  advocacy,  modification  of  work  sites  to  accommodate  severely  handicapped 
individuals,  and  purchase  of  specialized  adaptive  equipment.  The  program  was 
initially  funded  as  a  planning  and  demonstration  grant  at  the  University  of 
Montana  during  fiscal  1986.  The  1987  legislature  expanded  the  program  during 
the  1989  biennium  by  authorizing  $947,080  for  fiscal  1988  and  $845,517  in  fiscal 
1989.  A  total  of  $611,880  was  spent  during  fiscal  1988  for  supported  employment 
services  to  175  clients.  SRS  estimates  $908,854  of  federal  funds  will  be  available 
for  the  program  during  the  1991  biennium.  However,  it  was  the  specific  intent  of 
the  legislature  that  funding  for  this  program  not  be  considered  part  of  the 
current  level  base  for  the  Vocational  Rehabilitation  Program  during  the  1991 
biennium.  Therefore,  benefits  and  operating  costs  including  9.00  FTE  associated 
with  this  program  are  not  included  in  the  current  level  budget  for  the  1991 
biennium.     This  program  is  100  percent  federal  funds. 

Budget 

The  8.61  reduction  in  FTE  between  fiscal  1988  actual  and  the  current  level 
budget  is  due  to:  1)  the  reduction  of  6.00  FTE  approved  as  part  of  the 
Supported  Employment  Program  during  the  1987  session  which  were  not  to  be 
included  in  the  current  level;  2)  deletion  of  3.00  FTE  transferred  from  the 
University  of  Montana  that  were  funded  under  a  contract  for  the  Supported 
Employment  Program  but  subsequently  transferred  to  the  Vocational  Rehabilitation 
Program;  and  3)  an  increase  of  0.39  FTE  as  a  result  of  the  transfer  of  a  number 
of  different  positions  among  the  Assistance  Payments,  Visual  Services,  and 
Vocational  Rehabilitation  programs.  The  reduction  in  FTE  between  bienniums 
accounts  for  the  7.65  percent  reduction  in  personal  services  costs.  Although  the 
program  experienced  an  8  percent  vacancy  savings  during  fiscal  1988,  all  of  the 
positions  that  were  vacant  have  either  been  filled  or  were  deleted  in  the  current 
level  budget  as  positions  associated  with  the  Supported  Employment  program.  A  4 
percent  vacancy  savings  factor  has  been  applied  to  the  program  during  the  1991 
biennium. 

Operating  costs  increase  $44,500  between  fiscal  1988  actual  and  current  level 
fiscal  1990  after  eliminating  approximately  $29,000  of  fiscal  1988  costs  associated 
with  the  Supported  Employment  Program.  This  is  primarily  the  result  of 
approximately  $20,000  for  increased  rent  for  district  offices,  $14,000  in  postage 
and  maiUng  charges  previously  billed  to  the  Department  of  Family  Services,  and  a 
$10,000  increase  in  travel  expenses  for  vocational  rehabilitation  staff. 

Current  level  funding  for  benefits  is  at  the  level  requested  by  the  program 
in  consideration  of  available  federal  funds.  As  previously  noted,  no  funds  are 
included  in  the  current  level  for  the  Supported  Employment  Program. 
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Funding 

This  program  receives  funds  from  a  variety  of  federal  sources  including 
Section  110  and  Independent  Living  grant  funds  under  the  Vocational  Rehabilita- 
tion Services  Act,  Disability  Determination,  Supplemental  Security  Income  (SSI) 
and  Social  Security  Disability  Income  (SSDI)  from  the  Social  Security  Administra- 
tion, Job  Training  Partnership  Act  (JTPA),  and  In-service  Training  funds  from 
the  Department  of  Education.  Additionally,  the  program  receives  state  special 
revenue  funds  from  the  Industrial  Accident  and  Rehabilitation  Account  (lARA). 
State  lARA  funds  can  be  used  as  the  state's  match  for  the  federal  Section  110 
funds  under  grants  and  benefits  but  according  to  state  statutes  lARA  funds  may 
not  be  used  for  administration. 

Funding  for  the  Vocational  Rehabilitation  Program  during  the  1991  biennium 
is  approximately  8  percent  general  fund,  15  percent  state  special  revenue  (lARA) 
funds  used  to  match  federal  Section  110  funds),  and  77  percent  federal  funds. 
Table  26  shows  the  fund  source  for  operations  and  services  and  benefits. 


Table  26 

Fiscal  1988  Actual  Expenditures  and 

Current  Level  Funding  for  Vocational  Rehabilitation 


Operations  and  Service 


Fiscal  1988 


Federal  In-Service 

$       17,917 

Federal  Dis.   Determ. 

26,133 

Federal  Section  110 

1,671,040 

Federal  Supported  Employment 

102,940 

Federal  Independent  Living 

30,827 

State  Workers'  Comp.   Panels 

41,845 

General  Fund  Match 

236,609 

Total  Oper.  and  Ser. 

12*122.311 

Benefits 

Federal  SSI/SSDI 

$       54,085 

Federal  Independent  Living 

268,737 

Federal  Supported  Employment 

508,943 

Federal  JTPA 

324,787 

Federal  Section  110 

2,725,747 

General  Fund  Extend  Emp. 

276,019 

State  lARA 

865,004 

General  Fund  Match 

46.381 

Total  Benefits 

liiQiiilQi 

Funding 

Federal  Funds 

$5,734,158 

State  Special 

906,848 

General  Fund 

556.008 

Total  Funding 

n.m.m 

Fiscal  : 

1990 

$       17 

,950 

27 

,000 

1,586 

,012 

-0- 

34 

,310 

90 

,101 

277 

,241 

$2,032,614 


$   70,000 
220,000 

-0- 

333,000 

2,906,381 

269,095 

909,765 

29.019 

$4,737,260 


$5,194,653 
999,866 
575.355 

$6,769,874 


Fiscal  1991 

$   17,952 

27,000 

1,589,557 

-0- 

34,195 

88,454 

278.183 

$2,035,341 


$   70,000 
242,000 

-0- 

333,000 

2,906,381 

269,095 

910,219 

29.019 

$4,759,Z14 


$5,220,085 
998,673 
576.297 

$6,795,Q§5 
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ISSUE  1:     USE  OF  lARA  FUNDS  FOR  ADMINISTRATION 

Currently,  no  funds  appropriated  to  the  Vocational  Rehabilitation  Program 
from  the  Industrial  Accident  and  Rehabilitation  Account  (lARA)  may  be  used  for 
administration.     As  stated  in  Section  39-71-1004,(4),  MCA: 

No  part  of  the  funds  allocated  or  contributed  as  herein  provided  and  contemplated 
shall  be  used  in  payment  of  administrative  expenses  of  the  division  or  department  of 
Social  and  Rehabilitation  Services. 

Federal  Section  110  funds  may  be  used  to  support  the  administrative  portion 
of  the  program.  However,  these  federal  funds  require  a  20  percent  state  match. 
Because  lARA  funds  may  not  be  used  to  support  administration,  general  funds 
are  required  to  provide  the  necessary  state  match  for  Section  110  funds. 

Although  the  statute  does  not  define  administrative  costs,  historically  all 
personal  services  expenditures  have  been  classified  as  part  of  the  administration 
and  services  portion  of  the  Vocational  Rehabilitation  Program's  budget.  However, 
approximately  $770,000,  or  45  percent  of  the  personal  services  expenditures,  are 
for  rehabilitation  coimselors  or  other  individuals  who  are  providing  direct  services 
to  vocational  rehabilitation  clients.  The  legislature  could  include  language  in  the 
appropriation  bill  specifying  that  personal  services  costs  for  individuals  who  are 
actually  providing  clinical  services  are  not  considered  an  administrative  cost. 
Such  language  would  allow  lARA  funds  to  be  used  as  the  state  match  for  federal 
Section  110  funds  and  the  general  fund  match  for  the  remaining  administrative 
costs  would  be  reduced.  Such  an  adjustment  to  the  allocation  of  administrative 
costs  would  not  require  a  change  in  current  statutes. 

A  second  option  to  reduce  the  amount  of  general  fund  required  for  the 
Section  110  match  would  be  to  change  the  statute  to  allow  lARA  funds  to  be  used 
for  administrative  costs  associated  with  workers'  compensation  clients.  According 
to  SRS  staff,  during  fiscal  1987  approximately  25  percent  of  all  administrative 
costs  for  the  program  were  related  to  workers'  compensation  clients.  Assuming 
an  equal  distribution  of  clients  during  the  1991  biennium,  approximately  $500,000 
per  year  of  the  current  level  administrative  costs  are  directly  related  to  workers' 
compensation  clients.  As  shown  in  Table  26,  the  general  fund  match  for  Section 
110  funds  for  the  administrative  portion  of  the  budget  is  approximately  $300,000 
per  year  of  the  1991  biennium.  If  the  legislature  excluded  the  restriction  on  use 
of  lARA  funds  for  administrative  costs,  the  maximum  amount  of  available  lARA 
revenue  could  be  used  for  the  Vocational  Rehabilitation  Program.  In  fiscal  1990 
$172,495  of  general  fund  could  be  replaced  with  lARA  fimds  and  in  fiscal  1991 
$236,981  could  be  replaced  with  lARA  funds. 

Option  A:  Include  language  in  the  appropriation  bill  that  would  specify  that 
personal  service  costs  for  individuals  providing  direct  services  to 
clients  are  not  considered  an  administrative  expenditure.  This 
option  would  save  $409,476  of  general  fund  for  the  1991  biennium. 

Option  B:  Eliminate  the  restriction  on  use  of  lARA  funds  contained  in  Section 
39-71-1004(4),  MCA.  This  option  would  save  $409,476  general  fund 
during  the  1991  biennium. 
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DISABILITY  DETERMINATION 

Actual 

Appropriated 

-   -  -  Current 

Level 

■/.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Biennium 

F.T.E. 

'W.IS 

44.13 

44.13 

44.13 

0.00 

Personal  Services 

$1,2<»7,I23 

$1,220,214 

$1,333,024 

$1,333,959 

8.10 

Operating  Expenses 

1,052, 548 

1,075,397 

1,140,280 

1,185,501 

9.30 

Equipment 

13,603 

6,435 

20,000 

20,000 

99.60 

Total  Operating  Costs 

$2,313,27<i 

$2,302,046 

$2,493,304 

$2,539,460 

9.04 

Non-Operating  Costs 

53,810 

75,891 

59,000 

61,950 

(6.75) 

Total  Expenditures 

$2,367,084 

$2,377,937 

$2,552,304 

$2,601,410 
========== 

8.61 

====== 

Fund  Sources 

Federal  Revenue 

$2,367,084 
========== 

$2,377,937 

$2,552,304 

========== 

$2,601,410 

========== 

_8^61_ 

Program  Description 

The  Disability  Determination  Bureau  is  a  federally  funded  program  that 
conducts  disability  determinations  of  Montana  applicants  for  Supplemental  Security 
Income  (SSI)  and  Supplemental  Security  Disability  Income  (SSDI)  benefits. 
Current  SSI  and  SSDI  cases  are  also  reviewed  to  determine  if  they  should  remain 
on  or  be  suspended  from  receiving  benefits.  In  addition  to  the  federal  disability 
determinations,  the  program  also  provides  examinations  for  individuals  applying 
for  medicaid  under  the  state's  medically  needy  program.  Funding  for  SSI  and 
SSDI  disability  determinations  is  100  percent  federal  funds  from  the  Social 
Security  Administration.  During  fiscal  1986,  $2,239,916  or  98  percent  of  the  total 
$2,287,639  expenditures  for  the  bureau  were  related  to  SSI  or  SSDI  reviews. 
Funding  for  the  medically  needy  portion  of  the  program  is  through  a  contract 
with  the  Medical  Assistance  Program  of  SRS  and  is  funded  at  the  same 
federal/state  ratio  as  medicaid  benefits.  During  fiscal  1988,  $47,331  was  spent 
for  medically  needy  reviews,  of  which  $14,715  was  general  fund. 

Budget 

Virtually  all  of  the  increased  cost  for  personal  services  between  the  1989  and 
1991  bienniums  results  from  increases  in  the  number  of  medical  examinations 
performed  by  physicians  who  are  all  included  under  2.50  FTE  and  are  classified 
as  "other  professional"  positions.  In  addition  to  some  increase  in  the  overall 
caseload,  the  increase  in  medical  exams  is  the  result  of  changes  in  federal 
regulations  requiring  mental  status  examinations,  second  medical  opinion,  and 
review  by  Disability  Determination  Bureau  physicians  before  specialty  consultants 
can  be  contracted.  Disability  Bureau  staff  also  indicated  that  during  the  past 
year  there  has  been  a  significant  increase  in  the  number  of  disability 
determination  examinations  for  children. 
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The  $87,000  increase  in  operating  costs  between  fiscal  1988  actual 
expenditures  and  the  current  level  budget  for  fiscal  1990  is  due  primarily  to  a  5 
percent  per  year  increase  in  contract  funds  for  client  medical  examinations.  The 
5  percent  per  year  increase  is  only  slightly  less  than  the  increase  the  program 
had  experienced  between  fiscal  1987  and  1988. 

Funding 

Funding  for  this  program  is  almost  entirely  federal  funds.  Approximately 
$14,000  per  year  of  general  fund  is  used  to  provide  disability  determinations  for 
the  medically  needy  as  part  of  the  medicaid  program.  However,  for  accounting 
purposes  the  general  fund  is  included  as  part  of  the  federal  revenue  supporting 
the  program. 
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VISUAL  SERVICES 


Actual 

Appropriated 

-  -  -  Current 

Level  

X  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 
18.89 

1989 

1990 
18.30 

1991 
18.30 

Biennium 

F.T.E. 

19.90 

(0.59) 

Personal  Services 

$  '^67,78'* 

$  '♦89,276 

$'i*9,352 

$449,968 

(6.03) 

Operating  Expenses 

108,336 

111,489 

114,068 

113,075 

3.33 

Equipment 

8,798 

8,115 

9,346 

9,129 

9.24 

Total  Operating  Costs 
Hon-Operating  Costs 


$  584,918 
598,277 


$   608,880 
424,267 


$572,766 
424,267 


$572,172 
424,267 


(4.09) 
(17.02) 


Total  Expenditures 
Fund  Sources 


General  Fund 
Federal  Revenue 


$   272,174       $   275,150        $267,844        $267,726 
911,021  757,997         729,189         728,713 


(2.15) 
(12.65) 


Total  Funds 


Program  Description 

The  Visual  Services  Program  provides  rehabilitation  services  to  the  visually 
impaired  and  blind.  In  addition  to  physical  restoration,  services  include 
rehabilitation  training,  orientation  and  mobility,  independent  living,  and  medical 
care  related  to  visual  impairments.  Funding  for  this  program  is  primarily  from 
the  federal  "Section  110"  Vocational  Rehabilitation  Act  and  the  general  fund. 

Budget 

The  reduction  of  0.59  FTE  occurred  as  a  result  of  the  transfer  of  several 
positions  among  the  Vocational  Rehabilitation,  Visual  Services,  and  Assistance 
Payments  programs.  The  intent  of  the  reallocation  of  FTE  was  to  more  accurately 
reflect  the  actual  cost  of  the  various  programs  by  assigning  FTE  to  the  program 
where  the  majority  of  their  work  was  accomplished.  The  personal  services  portion 
of  the  budget  was  also  reduced  commensurate  with  the  reduction  in  FTE. 

Operating  expenses  increase  $5,700  between  fiscal  1988  actual  expenditures 
and  the  current  level  budget  for  fiscal  1990  primarily  as  a  result  of  a  $2,500 
increase  in  postage  and  a  $3,500  increase  in  travel.  Equipment  in  the  current 
level  budget  includes  replacement  of  worn  office  equipment  and  purchase  of 
several  pieces  of  specialized  office  equipment  to  accommodate  four  visually 
impaired  employees. 

Because  it  is  difficult  to  predict  the  exact  mix  of  visually  impaired  and 
vocationally  handicapped  clients,  it  was  the  intent  of  the  1987  legislature  that  the 
Vocational    Rehabilitation    and    Visual    Service    Programs    be    allowed    flexibility    in 
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transferring  benefit  funds  between  programs.     Current  level  benefits  are  funded 
at  the  agency  requested  level  which  is  equal  to  the  fiscal  1989  appropriation. 

Funfling 

Federal  funds  included  in  the  Visual  Services  Program  are  Section  110 
vocational  rehabilitation  funds  which  require  a  20  percent  general  fund  match  and 
JTPA  funds  which  do  not  require  a  match.  As  funded  under  the  current  level 
budget,  general  fund  is  approximately  27  percent  of  the  total  funds  for  the  Visual 
Services  Program. 

Federal  funds  decrease  12.6  percent  between  the  1989  and  1991  bienniums 
primarily  as  a  result  of  a  $134,800  budget  amendment  during  fiscal  1988  to 
provide  independent  living  services  to  the  blind.  The  following  table  shows  the 
current  level  funding  for  the  Visual  Services  Program  during  the  1991  biennium. 

Table  27 

Current  Level  Funding  for  the  Visual  Services  Program 

1991  Biennium 


Operations  and  Service 

Fiscal  1988 

Fiscal  1990 

Fiscal  1991 

Federal  In-service 
Federal  Section  110 
General  Fund  In-Service 
General  Fund  Match 

$ 

4,117 

464,323 

457 

116.021 

$     4,117 

454,554 

1,994 

112.101 

$     4,117 

454,078 

1,995 

111.982 

Subtotal  Operations  and  Service 

$ 

584,918 

$572,766 

$572,172 

Benefits 

Federal  JTPA 
Federal  Section  110 
Federal  Independent  Living 
General  Fund  Extend  Emp. 
General  Fund  Section  110 
General  Fund  Visual  Medical 

$ 
$ 

9,351 

298,582 

134,647 

7,749 

74,649 

73,299 

598,277 

$  17,000 

253,518 

-0- 

14,673 

63,380 

75.696 

$424,267 

$  17,000 

253,518 

-0- 

14,673 

63,380 

75.696 

Subtotal  Benefits 

$424,267 

Federal  Funds 
General  Fund 

$ 

911,021 
272,174 

$729,189 
267.844 

$728,713 
267.726 

Total  Funds 

II 

iilLiii 

Iii?.g33 

liiiiiii 
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DEVELOPMENTAL  DISABILITIES 

Actual 

Appropriated 

Current 

Level   

V.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget  Item 

1988 

1989 

1990 

1991 

Bienniuni 

F.T.E. 

52.25 

52.25 

52.25 

52.25 

0.00 

Personal  Services 

$        929,118 

$        917,043 

$        957,072 

$        958,765 

1.61 

Operating   Expenses 

268,593 

270,364 

292,876 

280,955 

6.47 

Equipment 

11,35't 

1,773 

9,516 

1,452 

(17.97) 

Total   Operating  Costs 

$   1,209,065 

$   1,189,180 

$   1,259,264 

$   1,221,152 

2.59 

Non-Operating  Costs 

18,187,190 

18,899,777 

18,817,896 

18,817,896 

1.48 

Total   Expenditures 

$19,596,255 

$20,088,957 

$20,057,160 

$20,059,048 

-.L§5. 

FundLSources 

General  Fund 

$  5,557,804 

$  5,785,366 

$  5,949,155 

$  5,955,584 

4.79 

Federal  Revenue 

15,858,<i51 

14,505,591 

14,108,025 

14,105,664 

0.24 

Total  Funds 

$19,396,255 

=========== 

$20,088,957 

$20,057,160 

=========== 

$20,059,048 

__K55_ 

Program  Descriptioii 

The  Developmental  Disabilities  Program  is  responsible  for  administration  of 
the  state's  community  based  programs  for  individuals  disabled  by  mental  retarda- 
tion, epilepsy,  cerebral  palsy,  autism,  or  other  related  disorders  that  begin  prior 
to  the  individual  reaching  eighteen  years  of  age.  Division  staff  are  principally 
administrative  and  actual  services  to  clients  are  provided  through  contracts 
between  the  division  and  56  private  agencies.  Services  provided  include 
sheltered  employment,  day  care,  special  training,  and  specialized  family  care. 

Budget 

The  $24,283  increase  in  operating  costs  between  fiscal  1988  actual  expendi- 
tures and  the  current  level  budget  for  fiscal  1990  is  made  up  primarily  of:  1) 
$12,000  in  additional  audit  costs;  2)  $6,430  in  additional  postage  costs  that  had 
bepti  Inidgeted  in  the  Department  of  Family  Services  during  the  1989  biennium;  3) 
$5,492  in  additional  rent  costs;  and  4)  $7,000  in  additional  in -state  travel  costs 
associated  with  two  programs  that  were  not  fully  operational  during  fiscal  1988. 
Partially  off -setting  these  increases  were  minor  reductions  in  several  operating 
categories. 

Benefits 

Non- operating  costs  included  in  the  Developmental  Disabilities  Program  are 
funds  used  to  purchase  services  for  developmen  tally  disabled  clients.  The 
following  table  shows  expenditures  for  developmental  disabilities  benefits  from 
fiscal  1986  through  fiscal  1988  by  major  service  category. 
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Table  28 

Developmental  Disabilities  Benefits 

Fiscal  1986  through  Fiscal  1988 


%  Increases 

Service 

Fiscal  1986 

Fiscal  1987 

Fiscal  1988 

Fiscal  1986-88 

Adult  Group  Home 

$  2,922,158 

$  3,231,973 

$  3,474,047 

18.88 

Intensive  Group  Home 

1,351,339 

1,601,342 

1,628,544 

20.51 

Child  Group  Home 

1,087,882 

960,850 

985,921 

(9.37) 

Semi-Indep.   Living 

861,059 

1,049,430 

1,097,653 

27.48 

Day  Services 

6,190,932 

6,499,105 

6,680,183 

7.90 

Specialized  Family 

446,734 

643,442 

859,440 

92.38 

Family  Training 

1,194,560 

1,282,950 

1,442,779 

20.78 

Respite  Care 

241,948 

260,897 

270,931 

11.98 

Vocational  Placement 

163,135 

336,053 

395,119 

142.20 

Evaluation 

317,439 

336,572 

320,670 

1.02 

Adaptive  Equipment 

60,045 

52,167 

66,244 

10.32 

Transportation 

889,370 

923,767 

953,204 

7.18 

DD  Conference 

10.782 

12.927 

12.455 

15.52 

Total  Expenditures 

li5iZiIi3§i 

il?iliiiiZ5 

|l§.li?iliQ 

Ah^L 

Table  28  shows  expenditures  for  developmental  disabilities  benefits  have 
grown  from  $15,737,383  during  fiscal  1986  to  $18,187,190  during  fiscal  1988,  an 
increase  of  $2,449,807,  or  15.6  percent,  over  the  three  year  period.  During  the 
1987  legislative  session,  current  level  benefits  for  the  Developmental  Disabilities 
Program  were  established  at  $17,394,170  per  year  of  the  1989  biennium.  An 
additional  $1,363,114  was  appropriated  during  fiscal  1988  for  expansion  of 
services.  Table  29  shows  the  fiscal  1988  appropriation  for  the  basic  and  modified 
level  benefits,  fiscal  1988  actual  expenditures,  and  the  fiscal  1989 
expenditure  level  used  for  calculating  the  current  level  1991  biennium  benefits. 


Table  29 

Fiscal  1988  Expenditures  for  Benefits  and 

Fiscal  1989  Base  Used  to  Calculate  1991  Biennium  Benefits 


Services 

Fiscal  1988 
Appropriated 

$17,394,170 

500,000 

489,896 

281,801 

50,000 

-0- 

Fiscal  1988 
Actual 

Fiscal  1989 
Base 

Basic  Services 

Extra  Title  XIX 

Early  Intervention 

2  Percent  Provider  Increase 

Supported  Employment 

Budget  Amendment 

$17,296,289 

363,823 

123,628 

281,801 

50,000 

71.649 

$17,296,289 

500,000 

335,291 

636,316 

50,000 

-0- 

Total 

il§i?l§i§i? 
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As  shown  in  Table  29,  funding  for  the  basic  services  approved  by  the  1987 
legislature  was  $17,394,170.  In  addition,  the  following  were  added  as  modified 
appropriations  or  budget  amendments:  1)  $500,000  of  extra  medicaid  funds  were 
appropriated  to  be  used  by  the  program  to  expand  services;  2)  $489,896  of 
federal  grant  funds  were  included  for  a  new  program  entitled  Early  Intervention; 
3)  $281,801  was  appropriated  for  a  2  percent  rate  increase  for  providers;  4) 
$50,000  was  appropriated  for  supported  employment;  and  5)  $71,649  was  added  as 
a  budget  amendment  for  services  to  preschool  children.  The  fiscal  1988  actual 
expenditures  reflect  the  actual  amount  of  fxmds  expended  for  the  basic  services 
and  each  modified.  The  fiscal  1989  base  equals  the  fiscal  1988  actual 
expenditures  for  basic  services  plus  the  full  amount  appropriated  for  fiscal  1989 
for  each  of  the  modified  program  areas. 

Funding  for  current  level  benefits  is  based  on  the  assumiption  that  the 
additional  $702,355  available  to  the  program  in  fiscal  1989  will  be  adequate  to  fvmd 
any  expansion  of  the  program  begun  in  fiscal  1988.  Therefore,  current  level 
benefits  for  the  Developmental  Disabilities  Program  are  $18,817,896  each  year  of 
the  1991  biennium. 

Funding 

Funding  for  developmental  disabilities  benefits  is  a  combination  of  federal 
Social  Services  Block  Grant  (SSBG),  Low  Income  Energy  Assistance  Program 
(LIEAP)  transfer  funds,  medicaid,  third-party  reimbursement,  and  general  fund. 
Table  30  compares  the  funding  for  fiscal  1988  and  the  1991  biennium. 
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Table  30 

Fiscal  1988  Actual  Expenditures  and  Current 

Level  Fimding  for  the  1991  Biennium 


Fiscal  1988 

Fiscal  1990 

Fiscal  1991 

Operations 

Early  Intervention 

$         41,354 

$         41,353 

$         42,737 

Medicaid 

92,407 

88,569 

82,824 

Social  Service  Block  Grant 

795,464 

1,009,342 

995,591 

General  Fund 

279.840 

100.000 

100.000 

Total  Operations 

$  1,209,065 

$  1,239,264 

$  1,221,152 

Benefits 

Third-Party 

$         12,625 

$         13,500 

$         13,500 

DFS  Funds 

4,903 

65,240 

65,240 

Preschool  OPI 

150,761 

78,942 

78,942 

Early  Intervention 

123,628 

292,449 

292,449 

LIEAP 

971,412 

862,436 

862,436 

Medicaid 

3,042,825 

3,542,995 

3,542.995 

Social  Service  Block  Grant 

8,603,073 

8,113,199 

8,126,950 

General  Fund 

5.277.963 

5,849,135 

5.835.384 

Total  Benefits 

$18,187,190 

$18,817,896 

$18,817,896 

Total  Costs 

|iiJii.?ii 

120x911*119 

Ii9i9iii9i§ 

Fund  Sources 

General  Fund 

$  5,557,804 

$  5,949,135 

$  5,935,384 

Federal  and  Other 

13.838.451 

14.108.025 

14,103,664 

Total  Funds 

|li,iii,255 

Ii9*95?-i§9 
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Because  a  large  portion  of  the  funding  for  benefits  is  through  fixed  federal 
funds  (SSBG  and  LIEAP),  the  general  fund  must  support  a  disproportionate  share 
of  the  costs  of  increased  expenditures.  The  appropriated  level  of  funding  for  the 
Social  Services  Block  Grant  was  $9,289,720  for  each  year  of  the  1989  biennium 
and  the  appropriated  level  of  LIEAP  funds  was  $1,103,548  per  year  of  the 
biennium.  However,  due  to  reductions  in  both  grants  made  at  the  federal  level, 
the  actual  amotmt  of  Social  Services  Block  Grant  funds  available  for  fiscal  1989  is 
$9,122,541  while  LIEAP  funds  available  for  fiscal  1989  are  $881,121  and  are 
expected  to  drop  to  $862,436  in  fiscal  1990.  Assuming  the  Social  Services  Block 
Grant  remains  at  the  fiscal  1989  level  and  there  is  no  further  reduction  in  LIEAP 
funds,  the  amount  of  available  federal  grant  fvinds  per  year  for  the  1991  biennium 
is  $408,291  less  than  was  appropriated  during  the  1989  biennium.  Unless  services 
are  reduced  below  the  current  level,  general  fund  must  be  used  to  replace  the 
lost  federal  funds. 
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DEVELOPMENTAL 

DISABILITIES  PLANNING  AND  ADVISORY  COUNCIL 

Actual 

Appropriated 

-   -   -  Current 

Level   

y.  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1989-91 

Budget   Item 

1988 
6.00 

1989 

1990 
3.00 

1991 
3.00 

Biennium 

F.T.E. 

3.51 

(5.00) 

Personal  Services 

$155,223 

$    77,215 

$  6'i,8<»7 

$  64,858 

(58.9) 

Operating   Expenses 

56,352 

44,665 

40,153 

40,142 

(20.5) 

Equipment 

615 
$192,190 

100 
$121,976 

-0- 

-0- 

(100.0) 

Total  Operating  Costs 

$105,000 

$105,000 

(33.2) 

Non-Operating  Costs 

199,130 

195,000 

195,000 
$300,000 

195,000 
$300,000 

(1.1) 

Total  Expenditures 

_Ll§lli 

Fund  Sources 

Federal   Revenue 

$391,320 

======== 

$316,976 

$300,000 

$300^000 

(15.3) 

======= 

Program  Description 

The  Developmental  Disabilities  Planning  and  Advisory  Council  (DDPAC)  is  a 
100  percent  federally  funded  program  that  advises  state  agencies,  other  councils, 
local  governments,  and  private  organizations  on  programs  and  services  for  the 
developmentally  disabled.  Organization  and  membership  of  the  council  is 
specifically  intended  to  provide  developmental  disabilities  consumers  and  providers 
with  a  forum  for  input  into  the  state's  planning  of  services  for  the 
developmentally  disabled. 

In  addition  to  its  planning  function,  the  DDPAC  also  contracts  with  a  variety 
of  agencies  to  provide  direct- service  demonstration  and  training  projects.  Of  the 
program's  total  budget,  federal  law  requires  that  65  percent  of  the  funds  be 
spent  in  grants  and  benefits  for  services  to  the  developmentally  disabled. 
However,  beyond  such  general  guidelines  as  "providing  model  service  programs" 
and  the  provision  that  funds  may  not  be  used  to  supplant  state  funds  or  be  used 
in  continuous  support  of  a  program,  federal  regulations  place  few  restrictions  on 
the  agency's  expenditure  of  these  funds. 

The  reduction  in  personal  services  and  operating  costs  between  the  1989  and 
1991  bienniums  results  from  the  completion  of  a  one-time  program  to  establish  a 
single  point  of  access  for  developmentally  disabled  individuals  for  state  services. 
The  three  additional  FTE  funded  in  fiscal  1988  were  contract  employees  working 
on  the  one-time  project.  A  0.51  FTE  was  included  in  fiscal  1989  to  complete  the 
project.  Current  level  funding  for  the  DDPAC  Is  at  the  anticipated  federal  grant 
level. 

Funding 

Funding  for  this  program  is  100  percent  federal  funds. 


B-132 


INDEX 


^ 


INDEX 

PAGE 

Administration,   Department  of A- 166 

Agriculture,   Department  of C-110 

Arts  Council D-94 

Auditor,  Legislative A-1 

Auditor,   State A-70 

Board  of  Crime  Control A-118 

Board  of  Public  Education E-4 

Commerce,   Department  of C-126 

Commissioner  of  Political  Practices A-68 

Community  Colleges F-25 

Consumer  Counsel A-25 

Covincil,   Legislative A-14 

Crime  Control,   Board  of A-118 

Deaf  and  Blind,   School  for E-7 

Distribution  to  Public  Schools E-33 

Employment  Services,   Department  of  Labor B-38 

Environmental  Quality  Council A-29 

Executive  Pay  Plan  Proposal 58 

Family  Services,  Department  of D-68 

Fire  Services  Training  School E-4 

Fiscal  Analyst,  Legislative A-6 

Fiscal  Perspectives,   Long- Range 6 

Fish,  Wildlife,  and  Parks,  Department  of C-6 

Foundation  Program  -  Public  Schools 43 

FTE  Comparison 67 

General  Fund  Expenditure  Summary  by  Agency 68 

General  Fund  Revenue  Forecasts 12 

General  Fund  Summary  and  Comparison 8 

General  Fund  Supplemental  Requests 66 

Governor,   Office  of  the A-48 

Health  and  Environmental  Sciences,   Department  of B-1 

Higher  Education 

Agricultural  Experimental  Station F-38 

Board  of  Regents F-1 


Bureau  of  Mines F-46 

Colleges  and  Universities      F-56 

Commissioner  of  Higher  Education F-8 

Community  Colleges F-25 

Cooperative  Extension  Service F-49 

Forestry  and  Conservation  Experimental  Station F-53 

Vocational- Technical  Centers F-29 

Highways,  Department  of A-211 

Highway  Traffic  Safety A-115 

Historical  Society D-103 

Inflation  in  Agency  Budgets 54 

Institutions,   Department  of 

Board  of  Pardons D-23 

Center  for  the  Aged D-51 

Central  Office D-1 

Chemical  Dependency D-14 

Corrections  Division D-20 

Director's  Office D-11 

Management  Services  Division D-12 

Mental  Health  and  Residential  Services D-18 

Eastmont  Training  Center D-54 

Montana  Developmental  Center D-45 

Montana  State  Hospital D-64 

Montana  State  Prison D-25 

Swan  River  Youth  Forest  Camp D-42 

Veteran's  Home D-57 

Judiciary A-34 

Justice,   Department  of A-79 

Labor  and  Industry,  Department  of B-34 

Lands,   Department  of  State C-36 

Legislative  Auditor A-1 

Legislative  Council A-14 

Legislative  Fiscal  Analyst A-6 

Library,   State D-97 

Livestock,   Department  of C-59 

Long-Range  Building 76 

Long- Range  Fiscal  Perspective 6 


Military  Affairs,   Department  of A-232 

Natural  Resources  and  Conservation,   Department  of C-78 

Pay  Plan 58 

Political  Practices,   Commissioner  of      A- 68 

Public  Education,   Board  of      El 

Public  Instruction,   Office  of        E-18 

Public  School  Foundation  Program 43 

Public  Service  Regulation      C-1 

Resource  Indemnity  Trust  Interest  Expenditures 73 

Revenue,   Department  of A-125 

Revenue  Forecasts,   General  Fund 12 

Revenue  Projections,  A  Comparison  of 38 

School  for  the  Deaf  and  Blind E-7 

Secretary  of  State A-63 

Social  and  Rehabilitation  Services,   Department  of      B-65 

State  Auditor A-70 

State  Council  for  Vocational  Education E-37 

State  Health  Insurance       60 

State  Lands,   Department  of C-36 

State  Library D-97 

Supplemental  Requests,  General  Fund 66 

Superintendent  of  Public  Instruction E-18 

Supreme  Court A-37 

University  System  (See  Higher  Education) F-1 

Veterans'  Affairs A-242 

Vocational  Education,   State  Council  for E-37 

Workers'  Compensation B-54 


